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Dear Boss: 









Everyone knows who | am, now! 


I'm the lucky girl Who Got The New 
Royal Typewriter! And if the other gals 
turn the new spring shades of green— 
you can’t blame ’em! 

All through the war we’ve had our 
hearts set on beautiful new Royals in- 
stead of these worn-out machines we’ve 
had to tangle with for so long. 

But one thing, Boss—from the looks 
I’ve been getting lately, you’d better give 
the others the same break you’ve given 
me. After all—we ail aim to please, and 
a Royal gives a gal a real chance to do 
faster and better work, almost auto- 
matically. 

In fact, we can’t help but please you 
with all of Royal’s swell modern con- 
veniences in there pitching! 

Here—just have a look at them— 





“Magic” Margin saves so much time! You 
just slide the carriage to where you want it 
flick your finger—and the margin is set! 
No more battling stubborn margin stops. 





There's a special feel about a Royal! It’s 
partly because of ‘Touch Control’”—the 
wonder-working dial that adjusts tension of 
keys to your own personal touch. And it’s 
partly because Royal construction brings 
smoothness and ease of typing. 








No wonder you get better work—with 
Royal’s Automatic Paper Lock to help. 
Rollers strike the paper below their final 
resting place, then roll upward, smoothing 
paper, holding it firmly against the cylinder. 
Result: better impressions, finer copies, and 
quieter operation! (Of course, Royal is al- 
ready famous for its clear stencils.) 


ROYAL 24 Aes Spent 














So all of this adds up to one wonderful typewriter! A 
survey proves that girls who type prefer Royals 2 to I! 
Bosses like Royal because it’s the sturdiest typewriter 
engineering science has produced! Saves maintenarce 
money—boosts efficiency! Better call that Royal rep- 
resentative, Boss! 


“Magic” and “Touch Control” are registered 
trade-marks of Royal Typewriter Company, Inc. 
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“DITTO PAYROLL 
M ETHOD HAS PROVED ITSELF 


MORE ACCURATE — LESS COSTLY — SAVES 


SUBSTANTIAL SUMS MONTHLY!” 
Godchaux Sugars, Inc., New Orleans, Louisiana 


"PATE BORN 1/27/07 


-gacK 
mere | OS NAME & 9. 5. 


a. James Harris : 


PAY TG THE ORDER 
OF THE ABOVE 


Wage incentive plans, overtime, 
direct and indirect hourly pay, salaries, de- 
ductions—all are taken in stride by Ditto’s 
One Writing Payroll System! From a single, 
simple, paper original Ditto completes every 
needed payroll record with absolute accu- 
racy—startling speed. In addition to payroll 
—production, order-billing, purchasing and 
every business system acquires new efficiency 
and flexibility—through Ditto’s One Writing 
magic. 

Write today for case history report #4507 


NOT VALID IF 


PAY CHECK 


 RACELAND BANK & TRUST Co. 


22. | John Saith 


ine ) BAY TO THE ORDER — 
no. OF THE ABOVE 


MOY VALID 
+ 


PAY CHECK 


TO THE 


RACELAND BANK & TRUST Co. 
3 44-22G 


giving complete information about the 
Godchaux Payroll System. Reports on 
other Ditto systems also available. 


DITTO, Inc., 2211 W. Harrison St., Chicago 12, Ill. 
_| Bilen Roberts 


PAY TO THE ORDER 
OF THE ABOVE 
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THIN DAPERS 


They are strong and durable, yet 
have minimum bulk. Their light- 
ness and strength combined, allow 
us tomake numerous clean,clear 
carbon copies. We use them now 
for Thin Letterheads on all our 

Branch Office, Foreign and Air 

Mail correspondence. We also 

use the distinctive colors for 

our office records and factory 

forms. 





Fidelity Onion Skin 
| O31-F-¥ cole) oh al Ob ables alte) cba! 


Superior Manifold 


WE Catbbe-Voiabbab elem @rosiitel- baby 
Turners Falls, Mass 
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DATES AHEAD 


All dates are listed as scheduled at time 
. Of publication of this issue. Subsequent 
changes may be made. 


Meeting Dates of Controls 


June 


June 4—Chattanooga, Twin Cities 


June 5S—Western Michigan 
June 6—Birmingham, Quad-Cities 
June 10—Kansas City 

June 11—Cleveland 


June 12—Baltimore, Hartford 


June 13—Dayton, Toledo 

June 17—Pittsburgh 

June 18—Cincinnati, District of Colum- 
bia (Annual Meeting), New Orleans, 
Springfield, Syracuse 

June 20—Los Angeles 


June 21—Detroit, Philadelphia, Port- 
land 


June 25—Atlanta, Dallas, Houston, St. 
Louis 


June 25-26—District of Columbia (An- 
nual Outing) Charlottesville, Virginia 


June 26—Buffalo*, Indianapolis, Louis- 
ville, Rochester 


June 27—San Francisco, Seattle 


June 28—Chicago 





* The Buffalo Control will hold its 
meeting in Bradford, Pennsylvania. 


| i) 


Note: No June meetings scheduled for 
Boston, Bridgeport, Milwaukee, New 
York City. 











ARTHUR R. Tucker, Editor. 
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Single copies, 50 cents each. Advertising rate card upon application. The editor will be 
pleased to review manuscripts submitted for publication, but will not be responsible for 
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PAuL Haase, Mag. Editor. 
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Introducing This Month’s Authors 








For 36 years Studebaker and Paul G. Hoff- 
man have been closely tied together. Now 
serving as its president for the eleventh year, 
Mr. Hoffman 
(‘‘Private Enter- 
prise in Our Post- 
war World,” page 
308), joined the 
Studebaker organ- 
ization in 1910 in 
Los Angeles, where ° 
he won a national 
sales contest, later 
becoming branch 
sales manager and 


district branch 
Manager succes- 
sively. In 1925 





Mr. Hoffman be- 
came vice presi- 
dent in charge of 
sales for the Cor- 
poration, in South Bend, and ten years there- 
after, president. 

At the age of seventeen, Mr. Hoffman had 
entered the University of Chicago to acquire a 
legal education. After one year he decided that 
business had greater appeal and went to work 
as a porter for a car distributor in Chicago. 
Shortly, he was in charge of the shop, and 
when the distributorship changed hands, the 
new owner suggested that Hoffman try his 
hand at selling, which, at that time, was in the 
hands of gentlemen sportsmen who used the 
Southern Bar as a rendezvous. Mr. Hoffman, 
then 19, decided that he could not sell many 
cars to competitive salesmen, so he spent his 
time soliciting business in smaller towns around 
Chicago. Soon his sales exceeded those of the 
four other salesmen. 

With this same ‘dfive,” Mr. Hoffman has 
given freely of his time to national movements. 
He was named president of the Automotive 
Safety Foundation in 1936, and is chairman of 
the Committee for Economic Development. 


MR. HOFFMAN 


When an Army bomber crashed into New 
York’s Empire State building on a foggy morn- 
ing last summer, the point of impact was just 
above the offices 
of James W. Irwin 
(‘Meeting New 
Attacks on Indus- 
try,” page 339). 
A moment after, 
each of the press 
services, the news- 
papers and the 
broadcasting sta- 
tions in the New 
York area were 
alerted by Mr. 
Irwin, and within 
a few hours he 
had been on the 
air with on-the- 
scene accounts. 
“Editor and Pub- 
lisher” carried an editorial, in its succeeding 
issue, praising him for his excellent, unbiased 
aid to all the news services. 

But Mr. Irwin's friends were not surprised 
he ‘saw it happen.” It has been a habit with 
this counselor who, for long has energetically 
espoused better understanding of industry—by 
employees and customers, by management and 
stockholders, and by government officials. Now, 
as senior partner of James W. Irwin and Asso- 
ciates, management consultants on public and 
employee relations, of Chicago and New York, 
he has recurring opportunities to bring his 
views to the attention of top management. 

Mr. Irwin has been a managing or city editor 


Harris & Ewing 





MR. IRWIN 


of influential newspapers in Madison (Wiscon- 
sin), Chicago and Denver, plus several years 
as director of public and employee relations for 
six of General Motors’ major operating divi- 
sions. Then, as executive assistant to Edgar 
Monsanto Queeny, chairman of Monsanto 
Chemical Company, St. Louis, he was respon- 
sible for the company’s advertising, public and 
stockholder relations, publications, management 
training, and industrial and labor relations ac- 
tivities. 

A member of the Board of Directors of the 
National Association of Public Relations Coun- 
sel, Inc., he is authoring a book on industrial 
and public relations to be published by the 
McGraw-Hill Book Company. ° 


Through many addresses and lectures, pam- 
phlets and books during the past twenty years, 
Virgil Jordan (‘The Road Ahead for America,” 
page 320), has en- 
deavored to bring 
about a better pub- 
lic understanding 
of economic prob- 
lems. A graduate, 
with Phi Beta 
Kappa honors, of 
the College of the 
City of New York, 
he later did post- 
graduate work in 
economics at the 
University of Wis- 
consin, at Colum- 
bia University and 
foreign universi- 
ties. He taught 
economics at the 
University of Wisconsin, 1912-14, and there- 
after served as associate editor and special 
writer on economic and sociological subjects 
with “Everybody's Magazine’ until 1920. Chief 
economist and editor of publications of the 
National Industrial Conference Board, 1920- 
1929, he then became economist for the Mc- 
Graw-Hill publications. In December 1932, he 
returned to the Conference Board as president. 

Dr. Jordan, who has made numerous con- 
tributions to the literature of his field in pop- 
ular and scientific periodicals, American® and 
foreign, and in the publications of the Confer- 
ence Board, received in 1939 the honorary 
degree of LL.D. from Rutgers University, New 
Brunswick, New Jersey, and Union College, 
Schenectady, New York. 


Kaiden-Keystone 









DR. JORDAN 


Mr. H. Paul Nelligan’s (‘Cost Reduction 
Through Cost Control,” page 314) business 
career and outside activities have been varied. 
In addition to be- 
ing president and 
director of Easy 
Washing Machine 
Corporation, of 
Syracuse, New 
York, he has ex- 
perience as a prac- 
ticing attorney, 
corporation coun- 
sel, corporation 
and bank director, 
trade association 
councilor and so- 
cial service trustee. 
A graduate of 
Syracuse Univer- 
sity, where he re- 
ceived his LL.B. 
degree, Mr. Nelligan served from 1926 until 
1933 with the law firm of Hancock, Dorr, 
Kingsley and Shove. In the latter year, he be- 
came a junior partner, holding that position 


Conway 





MR. NELLIGAN 





until 1936 when he was named vice president, 
general counsel and director of Easy Washj 
Machine Corporation. In 1941, he was made 
president. In other fields, Mr. Nelligan has 
served as vice ce Executive Committee 


member, and 


County. 


A native of Brooklyn, New York, Mr. Frank 
(“Forecasting Production,” 


Davies Newbu 
My associated with Westing. 


page 311) has 

house Electric Cor- 
poration since July 
1, 1900, when he 
began as an engi- 
neering appren- 
tice, employed dur- 
ing the summer of 
1900 while vaca- 
tioning from his 
studies at Cornell 
University, from 
which he gradu- 
ated in 1901 with 
the degree of 
mechanical engi- 
neer. But the names 
of Newbury and 
Westinghouse 
were already asso- 


ciated, for his father, Henry F., a mechanical 
expert in patent law suits, did work of this 
use Air Brake Company 
the connection that led 
his son to apply at Westinghouse Electric and 
Manufacturing Company, as the firm was then 
known. And Mr. Newbury’s son, Paul Lincoln, 
in turn, is now associated with the radio divi- 
sion of Westinghouse, at Baltimore, as a 
mechanical engineer. : 

After serving in various engineering and ad: 
ministrative capacities, Mr. Newbury, in April, 
1937, was appointed economist of the company 
and in August, 1938, manager of the new 
products division, continuing as economist. 
June, 1940, witnessed his additional appoint- 
ment as manager of the Emergency Products 
Division, for handling national defense orders, 
including supervision of the construction and 
operation of three new plants. He was elected 
a vice president in January, 1941, and in 
January of this year was named a director. 


Mr. Harvey W. Peters (‘‘Exclusive License 
Royalties Taxed as Capital Gain,” page 317), 
background is centered around 


kind for the Westin 
which happened to 





MR. PETERS 


porate clients. Thereafter, his tax counseling 
activity broadened in all phases of taxation, i 
cluding the trial and settlement of tax casts 
For two and one half years, until August | 
1944, he was manager of the tax departs 
Peat, Marwick, Mitchell and Company, 


waukee. 


irector of the Manufacturers’ 
Association of Syracuse, and as director, Syra. 
cuse Trust Company, First Federal Savings and 
Loan Association, Syracuse Community Chest, 
He has also been active in work of the Young 
Men’s Christian Association, in addition to 
being a trustee of St. Joseph’s Hospital: and of 
the Rheumatic Fever Foundation of Onondags 











































































MR. NEWBURY 


nance, ac: 
counting, and tax 
law. During the 
past few years he 
has addressed nu- 
merous groups on 
taxes, and has had 
published tax at 
ticles, including 
“The Search for 
Abnormalities” in 
“The Controller 
for May, 1944. 
Between 1930 and 
1941, Mr. Peters 
was connected 
with a firm hat 
dling tax, financial 
and legal affairs ot 
individual and cor 
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PECIFICALLY for the needs of the Payroll 
Department, the purpose of this new PAYROLL TAX 
GUIDE is to report on withholding of income and 
social security taxes under federal and state laws, 
city income tax withholding, the computation of 
employer's taxes based on payrolls, and the proper 
computation of earnings under federal wage-hour 
controls, 

It’s New and Good 

It follows that the CCH PAYROLL TAX GUIDE 
is not for the specialist, the man concerned with the 
technical aspects of the “payroll laws”. (CCH’s reg- 
ular line standbys: — Standard Federal Tax Reports, 
Unemployment Insurance Reports, and Labor Law 
Reports — continue as the full-scale reporters on 
federal and state tax and labor laws!) 


Instead here is a reporter specifically for those 


Acme Photo 


whose interests are principally in the “accounting” 


or “bookkeeping” or “reporting and payment” 
angles of “payroll tax laws,” whose problems are 
procedural and functional rather than legal in 
nature. 

Here is a continuing reporter especially designed 
to give those interested only in the “mechanics” of 
these laws the practical, procedural facts and data 
they want. 

Pertinent new developments are promptly 
reported to keep subscribers currently informed 
of events of interest or importance in the field of 


“payroll law”. 


Write for Complete Details 


CoMMERCE) CLEARING House, ING, 
PUBLISHERS OF TOPICAL LAW HREPOGRTS 


WASHINGTON 4 
MUNSEY BLOG. 


ew Yor 1 


N CHICAGO 1 
Empire State Boa, 214 N. MICHIGAN Avge. 


CCH TOPICAL LAW REPORTS. 
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Leditortal 


The Income Tax Picture 


a ki IME is running out for enactment this year of fed- 
eral revenue legislation, and even the most ardent 
advocates of a personal income tax reduction bill this 
year have lost hope. They are now considering the pos- 
sibility of enacting reductions next year, to be retroac- 
tive to January 1, 1947, if the complexities of the with- 
holding problem can be solved. 

Withholding rates would have to be altered in mid- 
year. But the political pressures say “reduce personal 
taxes,” so reductions may be expected before another 
year elapses, and there will probably be only discus- 
sions during the next six months, so far as personal in- 
come taxes are concerned. Excise levies, to the reduc- 
tion of which Congress is practically committed, can be 
cut very simply and promptly, before Congress ad- 
journs or recesses. 

The Committee on Federal Taxation of the Control- 
lers Institute of America is continuously studying sug- 
gestions made by controllers, with respect to prospec- 
tive tax legislation. The Committee hopes to aid in 
simplifying the tax structure when sweeping revisions 
are undertaken, and in curing the inequities which 
make themselves evident, as new features are added to 
the code, in spite of careful studies made in advance in 
an effort to prevent them. Eradication of the inequities, 
once they are recognized, is an important feature of 
tax legislation. 


SEC Keeping Abreast of Changes in Businesses 


MAR changes which have taken place in many 
businesses as a consequence of war activities and 
of the process of reconversion to peacetime activities 
are matters of interest to the Securities and Exchange 
Commission, so much so that it has amended Forms 10- 
K and 1-MD so as to secure a current restatement of 
the general character of the business in which regis- 
trants and their subsidiaries are engaged. 

In asking for this information, the Commission 
points out also that the cumulative effect of changes 
which in themselves are not individually significant 
which have occurred over a period of years, has re- 
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Comment ! 


sulted in many instances in a substantial change in the 
general character of the business of a registrant and its 
subsidiaries, or in one or more of the major lines of / 
business. 

The amendments to Forms 10-K and 1-MD require 
the restatement only for fiscal years ending on or after 
December 31, 1945. In the cases of registrants who 
have already filed their reports or who are about to do 
sO, it is announced that extensions of the time for fur- 
nishing the additional information may be granted on 
application. 

The changes brought about by these amendments 
may be put down by controllers as a result of the war. 
Probably not too much inconvenience or extra expense 
will be entailed in complying with these new require- 
ments. 


A” HDHD 5D f® nN 
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Another Professional Controller 


F yararives case has come to light of a controller 
who has set himself up on a professional basis and | © 


is offering his services to the public, that of Joseph A. | 1 
Clarke, who recently retired as controller of a manu | W 
facturing business, and who has now opened an office | “ 
in Boston, with a branch on Fifth Avenue in New York b 
City. He will engage in the practice of controllership | * 
and in a general advisory capacity on controllership, j 


management, taxes, and other problems of the control- 
ler. Mr. Clarke is a member of The Controllers Insti- | 
tute of America. 

It was a little more than a year ago that the idea of 


controllers holding their services out to more than one d 
company and serving them on a professional basis was | 
first discussed in the columns of this magazine. The th 
idea is expanding gradually, and several controllers in | ™ 
widely scattered parts of the country have opened of | 
fices. 

They do not do any of the accounting or auditing 3 


work of the firms which retain them, but perform the 
functions of a controller generally, as they are defined ( 
by The Controllers Institute of America. 

As, gradually, a group of professional controllers 
move into practice, it will be possible for many com: } ne 
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anies which now do not enjoy the services of a con- 
troller to obtain such services. This would apply princi- 
pally to companies wihch are too small in size to war- 
rant their employing full time controllers. It is indeed 
an interesting development. 


How About a Long Range Forecast, or Bud get? 


ONTROLLERS devote a large proportion of their 
C time to efforts to visualize and put on paper profit 
and loss statements as they will look three months or a 
year later, which in reality constitutes the making of 
forecasts, or budgets, covering a period well ahead. 

They are busily engaged in doing that right now, 
and some of them have conceived the idea of extend- 
ing, if possible, the period to be covered, stretching it 
to as much as five years. 

A controller wrote The Controllers Institute of 
America recently to ask whether the practice prevails, 
especially among the larger corporations, of making 
these long range forecasts. It is an interesting question, 
and steps are being taken by The Institute to obtain 
some information on that point. 

It is an ambitious program, to attempt to forecast a 
five-year period, but it must be admitted that the mere 
existence of such a forecast would be most helpful to 
management. It would have to be recognized that fre- 
quent revision of the five-year forecast would be neces- 
sary. 
It is probable that nearly all controllers attempt a 
budget or forecast for the current year, this being, in 
effect, a profit and loss statement prepared in advance. 
How many controllers project their estimates over a 
longer period? 

Today’s conditions and prospects have caused many 
controllers to turn their thoughts in that direction. 
They and the managements of which they are a part 
would like to peer into the future a bit, and set up 
some goals or guide posts to aid them in charting their 
businesses, not only for the immediate future but for 
several years ahead. 

The real test in such an enterprise is the selection of 
the factors which must be taken into consideration, and 
tecognition of the indicators, which are all about us, 
which can be considered as authoritative in their bear- 
ing on future events. Studies of this problem will un- 
doubtedly center around the question of what con- 
stitutes indicative factors and authentic signs. Once 
they are discovered, the making of long range forecasts 
may be brought down to a workable level. It is a 
worthwhile undertaking. 


Around the Circle 


f PeTROL is being relinquished by the OPA over 
~ more and more items that are broadly classified as 
hot entering into cost of living,” which from this cor- 
ner looks like a poor definition, or label. The OPA is 
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pouring out increases to whole industries, to individual 
big producers, on specific products, and is about ready 
to permit self-pricing by industries, subject to OPA re- 
view. The idea of limiting profits by formula seems 
about to perish. The powers that be in OPA are ru- 
mored even to be looking with favor on the proposal 
to increase production. 

Thus the page is turned, and a new era opens. Let 
us not inquire too closely into the forces, ideas, and 
happenings that brought about the change of heart. In- 
stead let us scan the horizon for further indications of 
inflation, so loudly proclaimed, and even threatened. 

Our scanning must not overlook the fact that there 
are specific reports that the seller’s market is beginning 
to show weak spots, and that there are reports of stiff- 
ening of resistance on the part of consumers to the of- 
ferings of goods that are being made, with respect to 
both prices and quality. 

It may be that the swing has set in, and that progress 
around the cycle has been more rapid than was be- 
lieved possible, unnoticed but as irresistible and relent- 
less as time and tide. It will be a welcome change to 
many. It will at least make it necessary for all to make 
up their minds whether they will welcome inflation, or 
prefer deflation. It will prove either right or wrong the 
thousands of predictions which have been made during 
the past three years, as to the business conditions which 
were due to prevail during 1946 and 1947. 

Strikes, tinkering with wage rates and profits, vacil- 
lation, politics, and do-nothingness—all of these seem 
to be surface factors which may affect temporarily the 
fundamental and basic economic movements, but 
which can not divert them from their ordained destina- 
tions. So let us take hope. It is our job to recognize the 
direction and intensity of the movement, and to know 
what the time schedule is—when we shall reach and 
pass certain well-defined points. 


Controller, A Production Man 


Ne are now speaking of the controller as a pro- 
duction man, pointing out that one of his functions 
in industry is to direct the production of facts and fig- 
ures for his company. Those facts and figures are the 
cornerstone of the edifice. If well laid and anchored, the 
superstructure should be stable and productive. The 
idea is that of E. Stewart Freeman, of Dennison Man- 
ufacturing Company. 

The thought was advanced many years ago that in 
defining the duties and responsibilities of a controller, 
one should not be too specific. A listing might omit 
some duty which some companies assign to controllers. 
It is perhaps wise to speak of these duties in general 
terms, in resolutions or by-laws, so as to give the con- 
troller plenty of latitude. Standardization is not the 
objective most earnestly to be sought, but progress in 
that direction is noted. 

—A. R. T. 
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Private Enterprise in Our 
Postwar World 


As a preface to a discussion of “Private 
Enterprise in the Postwar World,” I am 
assuming that you wish to see a free so- 
ciety maintained in the United States. 
That seems to be the unanimous desire 
of practically all our citizens except a few 
of those on the extreme Left. There is 
also, I believe, quite general agreement 
as to what constitutes a free society, de- 
spite the fact that the phrase is rather 
loosely used. I define a free society as 
one whose central purpose is the estab- 
lishment of conditions which encourage 
the maximum use of the capabilities of its 
citizens as individuals and their maximum 
growth and development materially, in- 
tellectually, and spiritually—again as in- 
dividuals. It is a society which takes as 
its basic criterion for judging all pro- 
posals, whether those proposals involve 
individual or collective action, their im- 
pact upon the individual citizen. 

Despite general agreement as to the 
desirability of maintaining a free society 
in the United States, there is no unanimity 
of opinion as to the type of economy 
which can best serve a free society. There 
are those who hold that the role of pub- 
lic enterprise must be greatly expanded 
and that controls of the Federal Govern- 
ment over private enterprise must be both 
extensive and intensive if the best inter- 
est of all the people is to be served. I 
am in complete disagreement with this 
position. I hold, on the contrary, that 
if too high a percentage of economic ac- 
tivity is carried on by the state, or that 
whenever a state exercises too extensive 
a control over economic activity, a free 
society collapses'and is supplanted by a 
totalitarian regime. 

In support of my views, I cite the 
historical fact that whenever a state has 
intervened on too broad a scale in the 
economic life of a nation, this impairment 
of economic freedom has been quickly 
followed by a curtailment of civil liber- 
ties, and to a greater or lesser extent of 
religious freedom. That is what happened 
in Russia, Germany and Italy between 
World Wars I and II, and that is pre- 
cisely what will happen in any country 
that follows a similar course. The rea- 
sons why this has happened and must 
happen will become evident as we dis- 
cuss the operations of a free economy. 

If the maintenance of our personal 
freedoms and free institutions is largely 
dependent upon our maintaining a free 
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economy, with a strong accent on private 
enterprise, we will be well advised in- 
deed to inform ourselves (1) on what 
makes a free economy tick, and (2)*as to 
what changes may be made for its more 
effective functioning. 

On an over-all basis we can, of course, 
take comfort in the fact that more of our 
people have enjoyed more in the way of 
material welfare and opportunity than 
have the people in any other country in 
the world, but we must not forget that 
too many of our people have had too little 
in the way of both security and oppor- 
tunity. Rather than dwell too long on a 
recital of past accomplishments, we must, 
I believe, develop plans aimed at provid- 
ing ever-increasing opportunity and se- 
curity for more and more of our people. 

May I remind you that John Stuart 
Mill, in “The Road to Progress,” which 
was written more than 100 years ago, had 
this to say: 


“History shows that great economic and 
social forces flow like a tide over commu- 
nities only half conscious of that which 
is befalling them. Wise men foresee what 
time is thus bringing, and try to shape 
institutions and mold men’s thoughts and 
purposes in accordance with the change 
that is silently coming on. 

“The unwise are those who bring nothing 
constructive to the process, and who 
bring nothing constructive to the process, 
and who greatly imperil the future of 
mankind by leaving great questions to be 
fought out between ignorant change on 
one hand, and ignorant opposition to 
change on the other.” 


In this hour of destiny, there is no 
place for either ignorant change or ig- 
norant opposition to change. As a back- 
ground which will bring into clearer focus 
certain recommendations for. changes 
leading to the better functioning of our 
free economy—changes which I shall sug- 


gest in a moment—I would like to make 
two observations on the operations of our 
economy since the turn of the century, 


DYNAMISM AND INSTABILITY 


First, it has been a dynamic economy. 
That conclusion is inescapable when the 
progress America has made since 1900 in 
raising the standard of living of its peo- 
ple is compared with that of other na- 
tions. It is not an accident that the 6 
per cent. of the world’s population lo- 
cated in the U. S. A. produces 25 per 
cent. of the world’s goods. Nor was it 
an accident that in two World Wars the 
dynamism of industrial America proved 
the decisive factor. That is because we 
have been a free, industrious and vigor- 
ous people. Second, our economy has had 
an inherent tendency toward instability. 
Since 1900 we have had one major de- 
pression, two minor depressions, and at 
least three recessions. 

On the assumption that this analysis is 
correct, it seems clear to me that we 
should at the earliest possible moment 
adopt measures designed (1) to take full 
advantage of its natural lusty vitality, and 
(2) moderate its tendency toward wide 
fluctuations in market demand and in- 
come. Before discussing the measures 
which are needed, let us analyze the tea- 
sons for the natural dynamism of our 
economy and also for its instability. 

The degree of dynamism in an economy 
is dependent upon the extent to which its 
citizens work and think. The harder peo- 
ple work, and the straighter they think, 
the more dynamic the economy. In my 
opinion, the fundamental reason for the 
dynamism which has characterized our 
economy in the past is the predominant 
role which has been assigned to private 
enterprise. In the United States, for & 
ample, 90 per cent. of our enterprise 1s 
carried on by individuals and concerns. 








GOVERNMENT AND BUSINESS 


Both the federal government and businessmen have specific responsibilities 
for keeping our economy dynamic and for promoting economic stability. In 
this thoughtful analysis, Mr. Hoffman, who presented this paper before the 
April 10 meeting of the St. Louis Control, discusses a subject that concerns every 
individual. The author is president of the Studebaker Corporation and chair- 
man of the Committee for Economic Development. 


—THE EDITOR 
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I do not mean to imply that public en- 
terprise cannot be dynamic but rather, 
from the standpoint of dynamism, that 
private enterprise possesses certain advan- 
tages. Among them I would cite these as 
the most important: (1) Private enter- 
prise can go broke. That is an advantage 
of inestimable value because no one wants 
to go broke. To avoid it men must think 
hard and work hard, and must constantly 
be alert. (2) Private enterprise has much 
more freedom in offering incentives to 
both management and men for working 
hard and thinking hard. 

Parenthetically, of all our peacetime in- 
centives, none has proved so potent in 
enlisting the ingenuity of millions in 
search of new products and services, for 
which customers will part with their dol- 
lars, than the profit motive. No other 
has been so successful in stimulating the 
inventiveness and resourcefulness of so 
many people. Unless there is a chance for 
profit in proportion to the risks under- 
taken, new risks will not be assumed, new 
production plans will not be put into 
practice. The profit motive is not the only 
incentive but, unless we get it out of the 
dog house, the natural dynamism of our 
free economy may be dissipated. 

I have said that free economy has an 
inherent tendency toward instability. That 
is because, in a free economy, market de- 
mand is unstable. How can it be other- 
wise when everyone is free to determine 
for himself how much he wants to spend, 
what he wants to buy, and when he wants 
to buy it. Furthermore, the higher the 
standard of living, the greater the in- 
stability. The reason is obvious, with the 
standard of living at or close to a sub- 
sistence level, individuals have little 
choice as to what they buy or when they 
buy it. On the other hand, the greater 
the margin above subsistence levels, the 
greater the options individuals have as to 
what they buy and the higher the per- 
centage of purchases which can be post- 
poned. In the automobile industry, for 
example, we have learned that even 
though people have the money, they often 
defer purchasing. 

oe expenditures by business are even 
More postponable than expenditures by in- 
dividuals. Modern competition requires 
that a constantly increasing volume of 
business spending go into capital goods— 
into buildings, industrial machinery, office 
and store equipment, and into inventories 
—to make possible low-cost production 
and to provide the values and _ services 
which the buyer expects. Only through 
such capital investments can the savings 
of both individuals and business firms find 
their way into the stream of expendi- 
tures. But businessmen can afford to in- 
crease their holdings of these capital goods 
only when the actual or anticipated vol- 
ume of consumption demand promises a 
teasonable profit on the added invest- 
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ment. Therefore, these purchases are 
postponable; and, when profit prospects 
are dreary, they often are postponed even 
though ample cash reserves are available. 

If we are to counteract this inherent 
tendency of our economy toward insta- 
bility and to take advantage of its natural 
dynamism, it should be quite clear that 
the federal government and the pressure 
groups—agriculture, labor, and business 
—all have an important part to play. I 
do not propose discussing the responsibil- 
ities that the agricultural and labor groups 
should assume. I do, however, propose 
to give you my views as to the respon- 
sibilities of the federal government and 
of business. 


FEDERAL RESPONSIBILITY 


First, as to the responsibility of the 
Federal Government. Frequently business 
men give me a bad case of the jitters by 
asserting that if the shackles are removed 
from free enterprise, all will be well, 
that nothing more is needed. This comes 
close to being nonsense. The govern- 
ment, which is we, the people, acting in 
concert, and especially the Federal Gov- 
ernment, has a most important role to 
play, both in keeping our economy dy- 
namic and also in promoting stability—a 
role, by the way, which is as yet imper- 
fectly understood. 

In some quarters, there is the feeling 
that the government should undertake the 
responsibility for almost everything. That 
also comes close to being nonsense. There 
are those who hold, for example, that the 
Federal Government should guarantee 
“jobs for all’—a rather difficult assign- 
ment when one considers that normally 
the Federal Government supplies little 
more than five per cent. of total employ- 
ment. Furthermore, we have a govern- 
ment of limited powers which, therefore, 
cannot fulfill so unlimited a guarantee. 
However, government does have many 
opportunities for wise and constructive 
actions, and few any longer doubt that 
the policies and actions of government 
will be decisive in shaping our economy. 

Speaking generally, the most vital func- 
tion of the Federal Government is to cre- 
ate conditions under which free business 
and free labor can function most effec- 
tively in the general public interest. 

Speaking particularly as to promoting 
dynamism, I suggest that we need a com- 
plete recast of our tax system. Up to now, 
tax programs have been developed largely 
with a view to their impact upon votes. 
If we are to have business expansion, and 
hence high employment, it is the impact 
of taxes on business expansion that should 
be the paramount consideration. 

The most damaging fallacy in our pres- 
ent thinking about taxes is that taxes are 
actually paid by business as such. Busi- 
ness can collect taxes but those taxes are 
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paid by people. In the final analysis, of 
course, people—live, human people— 
pay all taxes. Just who pays business 
taxes is hard to determine, but this is 
certain—they are shared by consumers, 
workers, and investors. 

There is another area into which gov- 
ernment should move quickly and with 
great vigor—namely, that of planning for 
competition. Too often in the past busi- 
ness and labor, as well as government, 
have directed their planning against com- 
petition by price maintenance schemes, 
freezing of trade practices, and by similar 
measures. We need realistic policies for 
dealing with monopolistic practices, for 
extending the area of effective competi- 
tion, and for promoting stability in ways 
that will supplement competition and not 
restrain or extinguish it. 

Of great importance at the moment, 
from the standpoint of government ac- 
tion, is the promotion of new and small 
business. Our government should remove 
obstacles which interfere with the estab- 
lishment of new business and the growth 
of small business. Government should 
also accord positive help to the small busi- 
nessmen in overcoming their special hand- 
icaps. One of these handicaps is the lack 
of opportunity to secure equity capital 
(except at high cost) even after they have 
given proof of capable management. 

Another responsibility of federal gov- 
ernment is that of promoting world trade. 
One of the greatest questions facing the 
world today is whether we are to have 
a restoration of private trading between 
the countries of the world, or whether 
trading is to become a state function. If 
you believe with me that the restora- 
tion of private trading is important, I hope 
you will give your unqualified support to 
the British loan. Unless we are ready to 
take that first step all hope, I believe, for 
private international trade, as well as 
world peace, may be dissipated. 

Speaking particularly now as to how 
our Federal Government can contribute 
toward stabilizing our economy, again I 
would put taxes first. Our tax system 
should be so devised that it will help 
counteract both inflation and deflation. 
This can be accomplished by stabilizing 
tax rates over a fairly long period. The 
rates should be set, in my opinion, at a 
level which will produce a surplus in 
years when business is exceptionally good. 
Such rates would probably result in a 
deficit in years when business is at a low 
level, but if rates are soundly established 
the surpluses in any normal five-year pe- 
riod should so exceed the deficits that a 
considerable reduction in the public debt 
could be made. 

Government may also have an oppor- 
tunity, through a proper study of the 
credit structure, to develop automatic con- 
trols which will tend to counteract booms 
and depressions. Up to now, our credit 
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system has so operated that it has tended 
to heighten booms and deepen depres- 
sions. 

The Federal Government as well as all 
local governments have the opportunity 
to help stabilize the economy through a 
better timing of the construction of pub- 
lic works. Speaking generally, in the past 
the greatest volume of public works was 
built during times of prosperity and the 
lowest volume in periods of depressions. 
Vital to such a program is advanced 
planning, and by planning I mean blue 
printing, together with a detailed pro- 
gram of financing. I know some public 
works cannot be postponed but to the 
greatest extent possible construction 
should be so timed as to exercise a 
counter-cyclical influence. 

One of the greatest opportunities for 
stabilizing our economy is through an ex- 
pansion in unemployment compensation 
coverage. We. are just beginning to ap- 
pteciate the importance of insurance as a 
social tool. It not only helps to main- 
tain purchasing power, but it also makes 
a significant contribution to the confi- 
dence of individuals in their future se- 
curity. Our goal should be the coverage 
of every worker. 


BusINEss RESPONSIBILITY 


Next, I should like to discuss the re- 
sponsibilities of businessmen for keeping 
our economy dynamic and for promoting 
stability. Business managers can make 
their greatest contribution to dynamism 
through the development and adoption of 
policies which promote the growth and 
development of the individuals in their 
organization. After all, the strength of 
an organization, like the strength of a 
country, is nothing more than the com- 
posite of the strength of the individuals 
which make it up. In a very real sense, 
the management of a business is trustee 
of the capabilities and potentialities of its 
employees. If the environment in a busi- 
ness invites growth, inventiveness and re- 
sourcefulness on the part of its employees 
are natural results. Business managers 
can make a further contribution to dy- 
namism by having ready at all times in- 
telligent, courageous plans for carrying 
on and expanding their businesses—plans 
developed to the point where they can be 
applied quickly. 

In promoting stability in our economy, 
business managers first have the respon- 
sibility of operating their businesses prof- 
itably. It is a responsibility they owe to 
their stockholders, to their associates, to 
their workers and to the public. Second, 
they have the responsibility of regular- 
izing employment to whatever extent pos- 
sible. Much already has been done, but 


more can be done to flatten out the sea- 
sonal curve in employment in most in- 
dustries. 


For example, the automobile 
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industry initiated a campaign in 1938 
which resulted in a substantial improve- 
ment from the standpoint of steadiness of 
employment. Introduction of new models 
was shifted from the spring to the fall 
and in the normally dull winter months 
programs for the building of parts and 
components were developed. Third, busi- 
ness managers have the responsibility of 
keeping up continuing sales and advertis- 
ing pressures. In the past they have been too 
prone to curtail their sales and advertis- 
ing budgets at the first sign of a decline 
in demand, That is the time when they 
should increase, not decrease, their sales 
effort. And fourth they have the respon- 
sibility for carrying on constant research 
looking particularly to the development 
of new products and services which will 
enrich our living and fill needs which are 
unrecognized today. Radio is probably 
the most recent example of such a product. 
We can get some idea of the debt we 
owe to commercial research when we face 
the fact that products and services of 
which we did not even have a glimpse 
100 years ago now provide employment 
for the great majority of our people. 

You will agree, I am sure, that the way 
is wide open for businessmen, if they 
_feel so inclined, to act upon these sug- 
gestions which I have offered as to what 
businessmen themselves can do to pro- 
mote both greater dynamism and more 
stability in our free economy. 

It may not be quite clear as to what 
businessmen can do in order to get the 
Federal Government to accept its respon- 
sibility. I should like to offer certain 
suggestions in this area also. First any 
proposals offered by business should be 
aimed at promoting the general public 
welfare. This is no time for pleading for 
special concessions or privileges. Let's 
leave that to other groups. Let us demon- 
strate by our actions that we really believe 
that the long-run interests of business are 
always best served when the people as 
a whole are best served. Let us make 
all the people understand that we no 
longer subscribe to the slogan that “What 
helps business helps you’’; but rather that 
it is our belief that ‘““What helps you helps 
business.’” Secondly, let us make certain 
that any proposals offered by business are 
responsible—that they are based on facts 
rather than clichés or prejudice. Facts 
are elusive—tough to get—but we are 
now in a position on the economic front 
where we must get the facts or the facts 
will get us. I repeat—we cannot afford 
to indulge in either ignorant change or 
ignorant opposition to change. I am con- 
vinced that if the voice of business speaks 
responsibility and to the public interest, 
it will be heeded; and that those changes 
necessary if we are to have an expanding 
economy will be made. 

In conclusion, I should like to sum- 
marize what I have said. I have stated 















































somewhat categorically that if our free 
society is to continue we must maintain 
and strengthen our system of private ep. 
terprise; that to do so we must make 
full utilization of the natural dynamism 
of a free economy and take steps prom tly 
to correct its tendency toward instability 
I have suggested that, if dynamic stabil. 
ity is to be achieved, the Federal Govern. 
ment and business leaders, among other 
groups, have important and appropriate 
responsibilities that must be assumed. | 
have outlined those responsibilities and 
offered certain specific suggestions as to 
the activities in which you gentlemen 
might engage. It all adds ups to this; 
that if we are going to hold the United 
States of America secure as an oasis of 
freedom in a socialistic world, much hard 
work and much straight thinking are 
called for on the part of most of us. This 
is not an alluring prospect. Many of us 
—and I include myself—would, I am 
sure, much prefer to engage in a bit of 
watchful waiting for a comfortable re- 
turn to normalcy. But we dare not do so. 
Millions of lives and billions of dollars 
have been spent to give us our oppor- 
tunity to maintain our freedom. We must 
embrace it because, as I heard a minister 
say a few days ago: 


“There is no greater sacrilege than the | 


waste of sacrifice.” 


Maintaining American Solvency 


Speaking at the recent annual dinner of the 
Tax Foundation in New York City, John W. 
Hanes, chairman of Citizens National Commit- 
tee, accepted the presidency of the former or- 
ganization and called for an end to “rear 
guard” actions and a genuine “counterattack” 
against “continued economic experimentalism. 

He cited the Government Corporation Con- 
trol Act as “an important milestone” in a long 
struggle. “That measure terminated the financial 
‘freewheeling’ which has been practiced by 
literally scores of mammoth government corpo- 
rations,” he continued. 

“This one single achievement was a neces- 
sary and vital first step in safe-guarding the 
future of free enterprise in America. 

“The fact that Congress has passed such a 
measure . . . . does not mean that the battle 
has been won and that everybody can now relax 
and take life easy. All we have really done is 
to win, on this great economic battlefront, what 
is no more than a ‘beachhead,’ a foothold, 
which we must cling to while we plan our next 
advance. The struggle must go on until there 
can be no question about the future solvency 
of America. ; 

“The vital struggle now under way is not 
being fought in the open, with the American 
people having a free choice in selecting their 
future way of life. Socialism advances — 
stealth—by  misrepresentation—by alluring 
promises to the worker and to the masses which 
can never be redeemed under any form of 
government. Radio commentators, columnists 
in the daily press, prominent educators—all are 
busy ‘conditioning’ the public to accept with- 
out protest, this shift from an economy of free 
enterprise to a controlled Welfare State. And the 
key to this whole program, let me emphasize, 
is ‘deficit financing’ and the steady expansion 0 
government credit under the soothing admoni- 
tion that we need not fear such debts since we 
owe them to ourselves.’ ” 
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In the January, 1940, issue of “The 
Controller,” I was privileged to present 
an atticle on a related subject (“Proce- 
dure Followed by Westinghouse in Mak- 
ing Business Forecasts’’) . World-shatter- 
ing events have occurred during the 
succeeding six years. But, in the field of 
roduction forecasting, these years pro- 
vided very little useful experience. All 
during the war, forecasting was unneces- 
sary; there was no uncertainty as to future 
business conditions; the only problem was 
the problem of production of airplanes 
and tanks and ships and guns in maxi- 
mum quantity and in minimum time, as 
everyone, who had any close connection 
with the war production program, knows. 
Government agencies were demanding 
staggering quantities, and demanding de- 
liveries that, at the time, appeared fantas- 
tic and impossible. 

In Westinghouse, we had built up be- 
fore the war, a system of forecasting 
based, to a considerable extent, on an 
original analysis of business cycles. This 
plan was discontinued in 1942 largely be- 
cause, as I have said, there was very little 
need for forecasting, and because our offi- 
cers and managers were so completely oc- 
cupied with the production problems of 
the war. Another and better reason was 
dissatisfaction with results from this pre- 
war forecasting experience. I suppose re- 
sults from any system of forecasting will 
be unsatisfactory, but we can still keep on 
trying to do a better job. The war gave 
us a good opportunity to stop what we 
were doing and to take time out to con- 
sider a better forecasting program. 

In April of last year, we introduced a 
new program which I will describe. 

This revised plan is based on the same 
analysis and interpretation of general 
business conditions, of business cycles, 
that we used in the pre-war program, but 
the organization of the work is quite dif- 
ferent. In the pre-war plan, we asked 
some thirty-odd managers and other ex- 
ecutives to make forecasts for the coming 
12 and 18 months, and the official fore- 
cast was the average of these thirty-odd 
forecasts. This method might be called the 
democratic method—but a majority vote 
taken on a highly technical question does 
hot necessarily give the right answer. 

_ In our post-war forecasting plan, the 
job has been turned over to a small com- 
mittee of men who have the most experi- 
ence and information. This committee re- 
ports to our Planning and Development 
Committee—which is a top-ranking plan- 
ning committee consisting of seven head- 
quarters officers. Use is made of correla- 








Forecasting Production 


By F. D. Newbury 


tions with other data, such as the Federal 
Reserve Index of Production, and the nec- 
essary business judgment is applied to the 
results by the discussions and final ap- 
proval of the forecast by the officers of the 
Planning and Development Committee. 

There are four parts to the formulation 
of a forecast under this plan: 


1. A long range picture or projection 
of business prospects is the foundation. 
This is the only part in which the analy- 
sis of the business cycle enters. It is es- 
sentially a projection of past Westing- 
house experience. 

2. A specific forecast is made by the 
Forecast Committee for the next 12 
months (or longer period) based on the 
picture of business prospects, and more 
definitely on correlations with the best 
estimate of the Federal Reserve Index 
that can be made. 

3. A check forecast is made by op- 
erating division or plant managers 
based on plant capacities, and specific 
market and competitive conditions for 
our various products. 

4. The forecast, made by the Forecast 
Committee, is submitted to the Plan- 
ning and Development Committee for 
approval. 


This new forecasting procedure was de- 
veloped as a part of our post-war plan- 
ning activities in 1943. 

The first forecasts (in 1943) were pre- 
pared to give the Post-War Planning 
Committee some idea of the expected 
level of post-war production. For this rea- 
son the first forecasts were made for the 
average of the first three post-war years. 

It will be interesting to look at the re- 
sults : 

The average Federal Reserve Index for 
this three-year period was assumed to be 
equal to the actual FRB Index for 1941. 
This was 163. This estimate was, I now 
believe, overly conservative. 

The estimate of Westinghouse billings 






correlated with the FRB Index of 163 was 
363 million dollars. The check forecast at 
that early date by plant managers was 295 
millions. This estimate by practical plant 
executives was, apparently, greatly influ- 
enced by pre-war thinking, and without 
realization of the growth of the industry, 
that I will refer to presently. We did not, 
at that time, fully appreciate the new fac- 
tors, brought into the situation by the war, 
that were raising the general level of post- 
war business. 

Two years later, in 1945, these two 
forecasts were 368 millions (by correla- 
tion with the FRB Index) and 395 mil- 
lions (by division managers) . 

The significant change in these two 
years is the optimistic change in thinking 
shown by the plant managers’ forecasts. 

Plant managers’ estimates had been 
raised to the same general level of the 
estimate by the Forecast Committee which 
was based principally on their forecast of 
the Federal Reserve Index. 

Since April, 1945, when this second 
forecast was approved by the Planning 
and Development Committee, the official 
forecast has been increased appreciably. 
This higher level is accounted for princi- 
pally by the considerable increase in over- 
all plant capacity that has occurred since 
1941, but which was not taken into ac- 
count in the 1945 forecast. This increase 
in plant capacity has amounted to at least 
50 million dollars, at pre-war prices, and 
includes such major additions as the ac- 
quisition of the B. F. Sturtevant Company, 
the purchase of a Curtiss-Wright war 
plant near Buffalo from the Government 
Defense Plant Corporation for the manu- 
facture of industrial motors, and the re- 
entry of Westinghouse into the home 
radio field. 

These several increases in our ideas 
concerning the probable level of post-war 
production and billings should be evi- 
dence enough that our thinking is flexible 
and that we have no ‘sure-fire’ mechani- 
cal forecasting technique to offer. It is 





ceive. 





SNAP JUDGMENTS VS. STUDY 


Admitting that “at best, forecasts will be fallible,” Mr. Newbury, in this paper 
which he delivered at the March 12 meeting of the Boston Control, emphasizes 
that the alternative to forecasts based on careful analysis of past experience 
and future probabilities, is “guess-work.” At no time has it been more necessary 
than at present for top management to be able to have a realistic basis for its de- 
cisions. The procedure followed by Westinghouse Electric Corporation, of which 
Mr. Newbury, is vice president, deserves the careful study it will undoubtedly re- 


—THE EDITOR 
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equally certain that our opinions, in the 
future, will be just as changeable. We ex- 
pect to revise the official forecasts as often 
and as much as changing conditions and 
prospects warrant. 


LONG-TERM CONSIDERATIONS 


I will now return to the description of 
our forecasting plan, with consideration 
of the long-term picture of general busi- 
ness conditions, which, as I stated, is the 
first and foundation step in arriving at an 
official forecast. It is the only part of our 
method in which the analysis of business 
cycles enters. I repeat this fact because our 
pre-war forecasting program emphasized, 
and possibly over-emphasized, this techni- 
cal foundation work. The other three 
parts of the forecasting plan, which I 
listed, can be considered the superstruc- 
ture raised on this foundation. It is not 
unfair to say that much of the forecasting 
that is publicized is mainly elaborate 
superstructure of opinion based on an un- 
safe foundation of incorrectly analyzed ex- 
perience. It is essential to provide the 
broadest and soundest foundation possi- 
ble, and that purpose is the sufficient justi- 
fication for the emphasis we have placed 
on the correct analysis of business cycles. 

What may be called the “structure” of 
business conditions is made up of two ma- 
jor elements or structural members: the 
long term trend of business—its growth 
line—and the cyclical movements of busi- 
ness. 

Where our Westinghouse analysis dif- 
fers from the usual analysis of business 
conditions is in the analysis of the cyclical 
movements. 

The more or less regular movements of 
the business cycle are usually treated as a 
single movement with a single set of 
causes. According to this view, there is 
only one business cycle. The crisis of 
1929, for example, is usually discussed as 
the culmination of one set of conditions 
affecting business that can be explained 
by—-and blamed on—one cause. Of 
course, each critic of the private enterprise 
system or advocate of a panacea for the 
ills of industry, advances a different cause 
and a different “enemy” of the economic 
or social order, but each concentrates on 
one cause and one remedy. 

In our view the general business cycle, 
represented by any of the familiar indexes 
of business activity, is a highly complex 
combination of many cycles. Different in- 
dustries—building - construction, heavy 
manufacturing, and textiles, for example, 
have characteristic composite cycles vary- 
ing in length from about 18 years down to 
2 years. 

Then each industry cycle is made up of 
a number of separate component cycles. 

In the electrical equipment industry— 
and for all similar heavy industries, such 
as steel, automobiles, machinery, and ma- 
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chine tools—there are two component cy- 
cles, out of a larger number that have 
been isolated, that are of major impor- 
tance in practical forecasting. 

One is a long 6 to 8 year cycle, and the 
other is the more familiar 40 or 41 month 
cycle, more commonly recognized as a 3/4 
year cycle. 

The effects of these two major compo- 
nent cycles have been observed by other 
students of business cycles, but without 
recognition of the useful statistical con- 
cept of their separate existence as compo- 
nent cycles. 

Dr. Hansen, for example, calls them 
“major” and “minor” cycles, and Sir Wil- 
liam Beveridge, in his “Full Employ- 
ment,” recognizes the effects of the simi- 
lar long component cycle in American and 
British industry as the International cycle. 
For some reason there is no strong or per- 
sistent 40-41 month cycle in the British 
trade cycle. 

In heavy manufacturing industry in the 
United States these two component cycles 
have been dominant and recognizable in 
the composite cycle at different times. 

During the long depressions the long 
component cycle dominates the total cycle. 
This occurred during the long depressions 
of the 1870's, the 1890's, the 1930’s. 

Most of the time, however, the shorter 
40-41 month cycle predominates and con- 
sequently the “314 year cycle” is the more 
familiar. For 30 years, from 1899 to 
1929, the 40-41 month component cycle 
could be observed in the actual cycle of 
general business. For an entire generation 
there was no long depression. No wonder 
some of the students of business cycles, 
and many business men, became con- 
vinced that there would be no more long 
cycles and no more serious depressions! 
This over-confidence made the long de- 
pression of the '930’s more destructive to 
faith in private enterprise and “harder to 
take’ than if there had been better under- 
standing of the complex nature and struc- 
ture of business cycles. 


THE “GROWTH LINE” 


Against this background of business cy- 
cle structure suppose we look at the other 
element of general business conditions 
that I mentioned a little while ago,—the 
long term trend, or growth line of indus- 
try. The long term trend is usually elimi- 
nated from the published charts of busi- 
ness cycles and its influence on long term 
forecasting may not be fully appreciated. 
As I mentioned, we did not give it sufh- 
cient weight in our own 1943 forecast 
when estimating the probable level of 
post-war production of electrical equip- 
ment and household products. In addi- 
tion, there is a special reason at the pres- 
ent time for looking into this basic under- 
lying factor of business growth. 

In ordinary times the long term trend 


of American heavy industry, which can be 
defined, simply, as a long term movin 
average of annual figures (we use an 8. 
year average to smooth out the long com. 
ponent cycle), is a slowly rising, relatively 
straight line, if the figures are plotted to 
logarithmic scale. 

But times have not been ‘usual’ since 
1929. During the 1930's the actual long 
term trend of heavy industry, if our def. 
nition of an 8-year moving average is 
used, fell considerably below a still longer 
—say 20-year—long term trend. Then 
beginning with 1938 or 1939 (with | 
centered moving average line) the 8-year 
moving average crossed the still longer | 
trend and since then, because of abnormal 
war production, the 8-year trend has gone, 
at least, as far above the long-term median 
line, as it fell below during the long de- 
pression. 

With Westinghouse annual billings, 
the 8-year moving average in 1934 fell to 
58 per cent. of an estimated 20-year trend 
line and in 1944, we estimate the 8-year 
moving average will be at least 190 per 
cent. of the estimated 20-year trend line. 
We also guess, and it can be only a guess, 
that the 8-year moving average trend line 
will not get down to the “normal” long 
term trend until about 1950. 

This unusual behavior of the long term 
trend of heavy manufacturing—because 
of a serious depression followed by a 
World War—should be taken into ac- 
count in Jong term forecasting for the 
next few years. These conditions affecting 
the long term growth line of industry may 
be described in another way. Since the late 
1920's and extending, as a guess, to 1950, | 6, 
there has been, and will be, a long term} ,,, 
fluctuation (non-recurring, we hope) in 
the trend of heavy industry. There has} ,, 
been an abnormal 20-year “cycle” in this} 4, 
growth; having a subnormal or negative 
wave from the late 1920's to the late} i. 
1930's, and a supra-normal or positive } og 
wave from the late 1930's to about 1950. | ;,, 

For the next four or five years this posi- | ip 
tion of the long term trend will havea} yw, 
favorable but gradually diminishing effec | jsp 
on the over-all level of business. ste 

I will summarize some of the salient | fy 
facts concerning the basic structure of | Po 





postwar business conditions: wh 
Basic STRUCTURE OF POSTWAR sut 
BUSINESS wa 


The long term growth or trend line has} if 
an important effect in establishing the | 
median level above and below which ft} me 
ture business volume will fluctuate. The} jj 
estimated increase in this growth line} wp, 
Westinghouse billings results in an 9 de, 
crease from 200 millions in 1932, to 250 prc 
millions in 1941, and to 300 millions "sup 
1950. In 18 years, then, our median pro # by 
duction has increased 50 per cent. It has the 
been necessary to educate our executV®§ py, 
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to take this important fact into account in 
their long term planning. = 

The projection of the historical growth 
line and cyclical fluctuations of an indus- 
try or corporation should be used only as 
a general picture of underlying condi- 
tions. The forecaster should ask himself: 
Are general conditions, for any future pe- 
riod, going to be generally favorable or 
unfavorable? This projection of past ex- 
perience of heavy industry indicates that it 
is going to take some years, possibly to 
1950, before the war distortion of the 
trend line on the high side will be elimi- 
nated. Until then, this upward lift of the 
trend line is a favorable factor. If you 
look for a physical counterpart of this 
statistical or structural factor, you may 
identify it with the so-called “catching up 
period” during which war-scarcities will’ 
be made up. Abnormally high exports 
over the next four or five years will also 
contribute its share. 

From the standpoint of cyclical factors, 
it will be another six or seven years before 
both the 6-year component cycle and the 
40-month cycle of heavy industry will be 
at simultaneous low points. 

By this time the temporarily favorable 
effects of the “‘war-bulge’” in the long- 
term trend will have disappeared. The 
depth and length of this unfavorable con- 
junction of structural factors of heavy in- 
dustry will depend on all the financial and 
psychological factors which so greatly af- 
fect the business cycle. The amplitudes of 
these up-and-down swings are unpredict- 
able, and this future conjunction of un- 
favorable factors should be considered 
only as a warning to “stop, look, and lis-" 
ten.” 

It is unnecessary to explain further why 
we are not forecasting our long-term pro- 
duction as a straight line, starting at our 
1944-45 production peak and continually 
rising thereafter, as some Government 
officials have been bold enough to prom- 
ise. Much as we would welcome a future 
in which production and employment 
would always increase and never dimin- 
ish, we do not anticipate it. We are, in- 
stead, conservatively basing our ideas of 
future business on our past experience. 
Possibly this is “reactionism,” but those 
who carry the responsibility for the finan- 
cial health of an enterprise must be as 
sure as they can be that when going for- 
ward they are on the right road. They 
must even be ready to retrace their steps, 
if necessary. 

Let me say again that these long-term 
mechanical projections are not forecasts. 
It is our practice to revise these projections 
whenever additional facts make a review 
desirable. For example, when the current 
Pfojections were made in 1943, it was as- 
sumed that the European War would end 
by July, 1945, and the Japanese War by 
the end of 1945. These were overly lucky 
guesses. If the Jap War had lasted into 
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1946, a revision of the projections would 
have been in order. A poor guess would 
not have invalidated our procedure, nor 
committed us to it, beyond the time it was 
discovered to be a poor guess. 

You will remember that I listed four 
steps in the procedure leading to an offi- 
cial Company forecast. The first was the 
calculation or revision of the long term 
movements of trend and business cycle. 
The second is a forecast for the specific 
period. The specific forecasts for the next 
calendar year or other period are calcu- 
lated from correlations with the FRB In- 
dex. Westinghouse production moves 
closely in step with average annual values 
of this production index. This close corre- 
lation also holds for production volume 
in most of our two score operating divi- 
sions. 


FRB INDEx USED 


The practical advantage of tying our 
specific forecasting to thé FRB Index is 
that a large number of expert statistical and 
business agencies are estimating the future 
course of this index. There is usually a 
consensus concerning the probable behav- 
ior of this index, and it is helpful to have 
this opinion available. Tying Westing- 
house forecasting in with the forecasting 
of the FRB Index does not change the sit- 
uation common to all forecasting; it is 
still only a form of guessing. We do gain 
the cooperation of many competent esti- 
mators, and this help obviously would be 
lacking if we dealt more directly with 
forecasting the production of a single 
company. 

The technical work leading to this spe- 
cific forecast is done by a small group of 
qualified people. The Manager of the Sta- 
tistical Research Department, Mr. C. E. 
Young, is Chairman of this standing com- 
mittee. The Budget Director and the 
Managers of Market Research for indus- 
trial equipment and for Home Appliances 
are the other three members. These men 
are dealing daily with general and corpo- 
ration business conditions. This committee 
also obtains and sums up the forecasts of 
plant managers. The committee then re- 
ports its recommendations to the corpora- 
tion’s Planning and Development Com- 
mittee, consisting of seven ranking officers 
responsible for manufacturing, sales, engi- 
neering, and accounting operations. 

The forecasting committee made fore- 
cast recommendations in April, 1945, and 
in November, 1945, for the calendar year 
1946, and made revised recommendations 
in January, 1946. Forecast recommenda- 
tions will be made annually in the fall, 
and at any other times that changed condi- 
tions appear to warrant a review. 

An interesting application of long 
range production forecasting arose re- 
cently out of discussions concerning the 
future working capital position of the 
Corporation. 
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In common with many corporations, 
Westinghouse business multiplied many 
times during the war. The larger working 
capital necessitated by this considerable 
increase in volume was provided partly by 
an increase in capital, by long term bond 
issue, and by bank loans. But a large part 
of this additional working capital was 
furnished by advance payments on Gov- 
ernment contracts and by the temporary 
possession of income tax reserves. These 
Government sources have now largely dis- 
appeared. 

In spite of the “excessive reserves’ and 
“hidden profits” of which we, along with 
other major corporations, have been ac- 
cused, the cold fact is that we will have 
to obtain additional working capital for 
1946 operations and, presumably, for later 
years. The normal delay in Government 
payments for terminated war contracts 
and other receivables is one temporary 
factor in this situation. 

During the discussion of future require- 
ments for working capital, previously 
mentioned, the Treasurer raised the ques- 
tion as to the length of time that in- 
creased working capital might be re- 
quired. As a result of this discussion, the 
Planning and Development Committee 
was requested to prepare a forecast of 
billings for the calendar years 1947 and 
1948, at February, 1946, prices, and at 
1947 and 1948 anticipated prices (to 
cover the possible effects of price infla- 
tion) ; and further, to offer an opinion as 
to the need for a temporary increase in 
working capital that could be provided 
for by temporary bank loans, or the need 
for a permanent increase in working capi- 
tal, to be provided for by more “permanent 
financing. The probable long-term growth 
of the corporation naturally has an impor- 
tant bearing on this question. 

We recognize this as a large order, and 
we have no illusions as to the accuracy of 
estimates of billings and prices so far in 
the future. Such forecasts are especially 
hazardous at this time when it is necessary 
to evaluate not only the effects of eco- 
nomic forces, but to guess the changes in 
Government policy and practice. 

A corporation must make long-range 
estimates by some method. Decisions must 
be made, and decisions require, at least, 
assumptions concerning the future course 
of production, prices, and other business 
factors. 

These forecasts can be made by snap 
judgment or by “intuition”; or they can 
be based on all the available information, 
inside and outside the company, and built 
up by a definite organization and proce- 
dure. At best, forecasts will be fallible, 
but they can be safeguarded, to some ex- 
tent, by careful analysis of past experi- 
ence. 

I will close by repeating that no matter 
how well and how elaborately dressed 
up, forecasting will still be guessing. 








Cost Reduction Through 
Cost Control 


Reduction of costs through effective 
control is probably one of the most im- 
portant problems which American in- 
dustry has to consider at this time. Dur- 
ing the past several years, American busi- 
ness has passed through a rather unusual 
period. We have witnessed the introduc- 
tion of many social reforms, an increased 
number of Governmental agencies each 
with its attendant regulatory and restric- 
tive measures,—and today we are beset 
by industrial strife and disputes over 
wage levels and other working conditions. 

The subject of cost reduction has re- 
ceived a great deal of attention on the 
part of Management for many years. Its 
importance hardly needs elaboration in 
any group of thoughtful and cost minded 
executives. It is today of even greater im- 
portance than in any other time in our 
industrial history. The control and con- 
tinued reduction of the cost of doing 
business is essential if we hope to main- 
tain the American standard of living. 
Further advances in this direction must 
await the cost reduction which in turn 
will be reflected in lower selling prices of 
manufactured products before the benefits 
contributing to increased wealth and the 
general well-being of our people are pos- 
sible. Whereas the profit motive provides 
the incentive for cost reduction, it is not 
solely the business that is benefited but 
also society in general. 

In a system of free private enterprise, 
such as we in this country are fortunate 
to enjoy, the success in performing these 
functions was very largely measured by 
the profit made as a result of more and 
better products at lower prices. In so far 
as business only succeeds in producing 
satisfactory products economically, to that 
degree it gets the best results out of its 
material and labor resources. A maximum 
use of these resources and technical skills 
is essential in turning out satisfactory 
products and supplying them to customers 
at a fair price. In the last analysis, it is 
imperative that business earn an adequate 
profit if it is to continue operating and to 
compensate those who furnish the equip- 
ment and facilities necessary for produc- 
tion. 

Prior to the war, industry has made 
considerable progress in the reduction of 
the costs of manufactured products. This 
was due very largely to the constant and 
rapid introduction of new and improved 
materials, machinery and methods. Con- 
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siderable progress had also been achieved 
as a result of engineering techniques in 
the design of products and in the devel- 
opment of mechanisms and methods to 
increase the productivity of the worker, 
all of which contributed to lower produc- 
tion costs. In the past, these accomplish- 
ments in cost reduction have been largely 
due to efforts of certain individuals in an 
organization rather than to Management 
as a whole. Engineers and specialists in 
the field of production have contributed 
most to the reduction of costs through 
the more effective utilization of labor. It 
is true that these efforts were largely con- 
fined to the reduction of direct produc- 
tion costs—too little attention being 
given to the control of manufacturing 
services and other indirect costs. 

This problem of cost reduction can 
only be solved by a well defined and co- 
ordinated cost reduction program in 
which all key members of management 
participate. It is Management’s respon- 
sibility, without which neither the busi- 
Mess nor its management will long con- 
tinue because of the failure to meet the 
competitive standards established by cost 
conscious industries. 


SOUND REPORTS NEEDED 


It is, therefore, the task of the Ac- 
counting Department and you men in 
particular, as Controllers and Chief Ac- 
counting Officers, to prepare such records 
and reports as will enable Management 
to exercise control over all its operations, 
and thus at the same time insure eco- 
nomical production and the profit which 
results from it. These reports to be effec- 
tive must serve a two-fold purpose. The 
use of reports and statistical information 
must be made available to both the man- 
agement and supervisory personnel to en- 


able them to guide and control their oper. 
ations more intelligently. It is an educa. 
tional program, and requires for its suc. 
cess the enlistment of the active support 
of all management and more especially 
supervisors and department heads. It is 
the function of the Accounting Depart. 
ment to reveal the facts and it is the re. 
sponsibility of supervisors to actually re. 
duce the costs. 

During the war-period every effort was 
directed to production and more produc- 
tion in order to satisfy the needs of the 
various procurement agencies on a scale 
vastly greater than our best peace-time 
years. With all our efforts concentrated 


on the single objective—production—lit- | 


tle or no consideration was given to the 
matter of cost. It was, in fact, a period of 
cost retreat—a period during which not 
only the incentive for cost reduction was 
lacking but an almost total disregard of 
cost and its control. Executives who for 
years had been developing and advanc- 
ing new and better methods of cost con- 
trol and cost reduction were soon retreat- 
ing from their first line of defense. The 
attitude became one of laxity and almost 
of indifference. Controls were relaxed ot 
even abandoned. The manufacturer was 
assured the return of his full cost regard- 
less of inefficiency with a fixed profit to 
boot. But this kind of thinking soon de- 
stroys the incentive for cost reduction and 
unfortunately permeated the rank and file 
of production workers and resulted in the 
formation of bad habits. 

In many cases this indifference to cost 
is not confined entirely to the shop work- 
ers but often extends to every phase of 
the business. It has become a war casualty 
and like any other bad habit must be 
recognized and remedial measures taken 
immediately. We do not live with a mis 
take, we correct it. Correcting this think 








COSTS, COSTS, COSTS! 


The return to prewar cost standards in connection with manufacturing and 
distribution has been under way for some months, but costs are still a problem 
of concern within most corporations. Sound policy combines not only the devel- 
opment of principles and the resulting controls, but likewise the reconversion, 
so-to-speak, of the thinking of human beings as to cost control. Mr. Nelligan’s 
paper, which he delivered before the March 19 meeting of the Syracuse Control, 
outlines the problem and describes his company’s approach to it in a manner 
that will prove both timely and valuable. 


—THE EDITOR 
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ing is as much of a conversion problem 
as the physical rearrangement of manu- 
facturing facilities and the organization 
changes necessary for peace-time produc- 
tion. The objective in any well planned 
rogram of cost reduction can not be 
achieved without the full cooperation of 
all. But we can not expect the shop 
worker to accomplish his part of the pro- 
gram unless we put our own house in 
order. 

In the past several years, it was neces- 
saty for Management, because of the ne- 
cessity and - urgency of the times, to ad- 
vance its personnel to positions of respon- 
sibility which in many instances would 
probably not be warranted in ordinary 
times. I am speaking now particularly 
of Management personnel—that group of 
personnel where, as a tule, cost control 
and cost reduction planning originate. In 
our own organization at Easy many of 
these newer executives, I am happy to say, 
arose to the occasion—but, and I think 
this is true in all walks of life, some of 
these individuals were not capable of as- 
suming the additional responsibilities. I 
think perhaps these men did not make 
the grade because they did not under- 
stand the fundamentals of good manage- 
ment. There was lacking in their business 
development the foundation of good cost 
thinking. Perhaps we should assume part 
of the responsibility for their not making 
the grade, but during those hectic years 
we did not have the time to explain these 
problems and apparently these individuals 
had not gone to the trouble to learn of 
them. Having recognized this condition 
in our Own organization, we have laid 
great stress on the importance of develop- 
ing and maintaining a cost consciousness 
in all our key personnel. It is a revival 
of Management and managerial cost 
thinking. 


BUDGETARY CONTROLS 


You all know that during the war 
years budgetary controls were in many 
instances disregarded or relegated to the 
sidelines. The duties of the budget officer 
had to give way to the many urgent needs 
of production. Under war-time conditions 
it was not always easy, and at times it 
was impossible, to plan and to establish 
standards. In our own case our operating 
program was in a constant state of flux— 
specification changes were so prevelant 
that standards determined one day were 
outmoded the next. Our job was produc- 
tion and we just didn’t have the man- 
power to carry on an effective budgetary 
control program. 

I suppose is seems a little presumptu- 
ous for me to discuss budget control 
ptoblems with experts like yourselves— 
nevertheless I should like to give you 
the benefit of my thinking in connection 
with what I may consider to be short- 
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comings in budget procedures—expense 
budgets in particular. 

It is my opinon that most expense 
budget procedures have one serious fault. 
They do not consider the human ele- 
ment. Shop foremen are not by nature ac- 
countants. They do not always possess 
that analytical skill with which account- 
ants are noted. They aze not schooled in 
the intricacies of debits and credits. They 
are suspicious of cost figures. They think 
in terms of production—that is what they 
get paid for. In most instances control- 
lable costs originate with the shop fore- 
man or other operating supervisors. It is 
he who processes the material and uses 
the supplies, and he supervises the labor. 
He also exercises the responsibility for 
the expenditures of certain classes of 
overhead expenses. Just as he is respon- 
sible for originating cost he will, in the 
final analysis, be responsible for control- 
ling these costs—if he is given the facts. 

Reports which purport to measure de- 
partmental efficiency must be expressed 
in factual terms which leave no confusion 
in his mind. Assistance should be ren- 
dered in explaining how the facts were ar- 
rived at. He should be informed promptly 
of those decisions relating to changes 
which affect his operations and not have 
to learn about such changes from reports 
or from his subordinates or from unre- 
liable rumors. He should also be made 
to feel that he is a part of Management, 
which he truly is, and when necessary he 
should be invited to participate in the 
formulation of budget policies. If these 
things are done, I am convinced that the 
problem of cost control, in so far as that 
phase of cost control is concerned, will 
be immeasurably benefited, and I am fur- 
ther convinced that this kind of person- 
nel will respond and respond effectively. 
To a lesser degree I believe these 
thoughts could also be carried through to 
other operating departments. I know of 
no single department that would not be 
benefited if these suggestions were con- 
sidered part of all procedures for cost 
control. 

We do not expect too much difficulty 
in reviving a cost consciousness in our 
executives, and as previously stated our 
shop foremen will respond if given the 
facts. Our big problem will be in re- 
educating our workers. For years we have 
demanded more and more production 
with not enough thought given to the cost 
of production. It is not reasonable, there- 
fore, to assume that these habits, learned 
through years of cost laxity and cost in- 
difference, can be corrected overnight. To 
develop a cost consciousness in our work- 
ers will be a difficult task. We all know 
that in the past, most shop workers have 
been suspicious of all cost reduction pro- 
grams. We know that merely telling these 
people about cost reduction and cost con- 
trol isn’t going to get us very far. Yet it 
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is necessary and vital that this habit of 
indifference to cost be remedied. 

The thinking habits and the working 
habits of the workers must be corrected if 
we are to find ourselves in a position 
where we will welcome fair competition. 
We must explain to the worker simple 
basic economic facts. Wages—how does 
Management get them? Profits—where 
do they come from? The relationship of 
dollar wages to the price level—the rela- 
tionship of cost to selling price. We 
must explain how low cost is personally 
important to them. All of these problems 
must be explained to the worker. They 
must be made to feel that they are essen- 
tial to the overall success of the business. 
They must be educated to the problems 
and headaches which Management has to 
face in maintaining full preduction and 
full employment in the future competitive 
business era. We can materially aid our 
workers in understanding these problems 
if we go toa little trouble, and I think the 
trouble we go to will pay dividends. 

You are probably all skilled in pre- 
paring charts and graphs. Charts and 
graphs can be most effective, for here the 
worker can see in picture form how re- 
sults can be best achieved through care- 
ful planning and incidentally how he 
can personally benefit by cooperation in 
the successful operation of the plans. I 
think to a large extent that upon the suc- 
cess of this phase of the program your 
company’s future, and incidentally the 
worker’s future depend. 

There are several other ways which 
came to mind which could be employed 
in further attacking this cost reduction 
problem right in the shop—and while I 
know that Controllers cannot always find 
too much time to review shop opera- 
tions—yet these thoughts can be passed 
along to your cost men for what they may 
be worth. 


1. If we have proper planning we 
can eliminate lost time between jobs. 

2. Make sure we have assigned work 
to individuals best suited for it. 

3. By anticipating the needs and 
services from other departments. 

4. By keeping the departmental effi- 
ciency on an ordered and planned 
schedule. 

5. By keeping machine tools and 
equipment in good working order, and 
replacing them when their use is no 
longer economical—here is where your 
accounting records can be of immeas- 
urable value. 

6. By keeping workers morale high 
—and this does not mean satisfying 
each and every whim, but let us avoid 
imaginary grievances that can quickly 
become real grievances if not taken 
care of.—These cost money. 


One great failing in most cost reduc- 
tion activities is that they lack organiza- 
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tion and direction—we are inclined to 
talk a great deal about reducing costs and 
less frequently to plan how to get the 
job done. We cannot depend upon peo- 
ple who are already over-burdened with 
daily operating problems to carry on a 
cost reduction “campaign.” If a program 
of cost control and cost reduction is to 
be used effectively and given the status 
it deserves, then we should plan it and 
see that a sufficient number of qualified 
people are assigned to carry out the plan. 
We are convinced that the best time to 
control expenditures is before they are 
made. In this connection we have re- 
cently developed plans for the establish- 
ment of a new division in our organiza- 
tion. This new division will be charged 
with the responsibility of devoting its 
time and talents exclusively to cost con- 
trol and cost reduction and will be in 
charge of an assistant controller who will 
be responsible directly to the President 
of our company. We have organized this 
division into several units of control as 
follows: 


1. Production Engineering Cost Con- 
trol. 

2. Plant Engineering Cost Control. 

3. Plant Assets Control. 

4. Product Control. 


Each unit is headed by a supervisor 
with special knowledge of the job. In 
connection with the Production Engineer- 
ing Cost Control unit, he is responsible 
for the efficient operation of all produc- 
tion tool and gauge cribs as well as the 
general stores and the machine tool re- 
pair parts. He is responsible for maintain- 
ing master records of these cribs and he 
must approve all requests for new stock. 
Since tool and tool maintenance costs are 
items of considerable importance in our 
business, we have likewise placed the cost 
records for these items under his jurisdic- 
tion. All appropriations arising within 
the Production Engineering Department 
must, before they are presented to Man- 
agement for approval, bear his signature. 

The supervisor of the Plant Engineer- 
ing Cost Control unit is likewise respon- 
sible for the efficient operations of the 
maintenance stores cribs. All estimates for 
plant rearrangement or plant improve- 
ments, of whatever nature, must be scru- 
tinized by this supervisor before appro- 
priations are prepared or special factory 
job orders issued. Actual costs are re- 
ported within the appropriation or special 
factory job order, as the case may be, 
and are then checked carefully against es- 
timates. A special timekeeper has been 
assigned to this unit and works directly 
under the supervision of this supervisor. 
With few exceptions, no expenditure can 
be incurred by the Plant Engineering De- 
partment without the approval of this 
supervisor. Perhaps the placing of the 
several cribs and store rooms under these 
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supervisors may seem original, but we feel 
that a better internal control will be ex- 
ercised. Also there should be less oppor- 
tunity for covering up errors of judgment. 

The Plant Assets Control unit is con- 
sidered as an intricate part of this overall 
plan only because of the increasing im- 
portance these records have upon cost of 
operations. We are striving to develop 
maintenance and repair costs standards 
for each machine tool and piece of pro- 
ductive equipment. Because machine tool 
repair cost is considerable, we want to 
know when it becomes uneconomical to 
operate machines by reason of excessive 
maintenance and repair charges. 

One of the most affective tools which 
Management has at its disposal in combat- 
ing the spreading indifference to costs 
among shop workers is the Wage Incen- 
tive Plan. We have recently completed the 
installation of such a system in one of our 
factories and, frankly, we are all very 
happy about its results to date. One of the 
fundamental requirements of a good in- 
centive plan is a sound measure of pro- 
ductive effort. To arrive at such an effort 
we assigned outside engineers to study 
and establish these standards. The stand- 
ards were then checked by our own engi- 
neers and re-checked by our foremen and 
factory manager. 

Before attempting to explain how this 
system affected our employees, we set up 
on the stage of our Sales Auditorium simi- 
lar machine tools which would be in actual 
operation under this system. The workers 
concerned with the particular operations 
were invited to witness how the opera- 
tions should be accomplished to meet this 
predetermined standard. During the dem- 
onstration, instructors informed the work- 
ers of the several operations necessary to 
be performed and how they were to per- 
form them. Charts were also prepared 
which explained in simple and concise 
terms what the take-home pay would be 
under this program. Since the installation 
of this system our manufacturing output 
has shown a substantial increase without 
any appreciable speed up of the workers 
operations. The demonstration was well 
received by our workers and the union 
and we know from our employees reaction 
that the cost involved in this demonstra- 
tion was money well spent. 

My company’s problems are probably 
not different fundamentally than those of 
other organizations which you represent, 
particularly if you happen to be a manu- 
facturer in a highly competitive industry 
such as ours. Now, if any of you gentle- 
men have any thought of converting to 
the washing machine business, you have 
my blessings. But I might suggest that you 
consult with O.P.A. to learn the price you 
are permitted to charge your customers be- 
fore it is too late. Coupled with the prob- 
lems which I have outlined we also have 
price control and regulations. 





In our company we have pushed the 
pencil and have proven the fallacy of the 
old argument that the answer to profitable 
Operations, is a mere matter of volume 
production and sales. Our analysis of the 
present situation leads us to believe that 
only by rigid control of all cost and the 
development of a cost conscious Organiza- 
tion will we be able to plan for profits. 

Management has become increasingly 
dependent upon the services of account. 
ing to supply these needs. To meet this 
challenge you must develop techniques 
which will place the emphasis‘on the con- 
trol of things happening rather than on 
reports which possess only a historical 
value. New and better methods and proce. 
dures must be developed to supply Man- 
agement with cost information which will 
show what things should cost rather than 
what they do cost. To meet this new and 
broader phase which Management so ur- 
gently needs, you must not only cultivate 
the attitude of Management but you must 
learn and reflect the operating point of 
view. If you measure up to this responsi- 
bility, as I am sure you can and will, you 
will not only discharge your responsibility 
to be of service, but you will also assure 
your proper stature as an important and 
indispensable part of top management. 


State Spending Rising 


“Rising State Expenditures” is the sub- 
ject of a special study published in Feb- 
ruary 1946 by Tax Foundation, 30 Rocke- 
feller Plaza, New York. Attention 
centered upon mounting federal expendi- 
tures should not obscure the fact that 
state costs, too, have risen significantly 
during recent years, it is pointed out. Yet 
in addition to the increases which have al- 
ready taken place, the commitments of 
state governments point to a continuation 
of this upward trend. A picture of this 
rapidly changing state expenditure situa- 
tion, showing the underlying causes of 
past and anticipated increases, says the 
Foundation, is essential to any broad pro- 
gram of lowering governmental costs. 


Federal Fiscal Health 


The major points of sound fiscal policy 
that I would emphasize are few and simple. 
Vigorous private enterprise is essential to the 
American way of life as we have known it 
A sound tax and fiscal system is essential to 
an active and healthy economy. The federal 
budget should be balanced in a year of not- 
mal business activity. The key to a balanced 
budget is careful control over expenditures. 
If expenditures are kept under reasonable 
control, taxes need not be excessive. Many 
more citizens will have to pay federal taxes 
than paid them during the twenties and thi 
ties, but the wartime rates can be considet- 
ably reduced if we watch expenditures. That 
is the essential condition to federal fisc 
health, on which our economic health greatly 
depends. : 

—ROoswELL MAGILL, Chairmas 
Committee on Postwar Tax Polit) 
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Exclusive License Royalties 


Taxed as Capital Gain 


“The agreement does not depend upon 
the name by which it calls itself, but upon 
the legal effect of its provisions.” 

How often has the foregoing sentence, 
or words of like import, announced the 
wielding of the judicial ax to a tax-saving 
scheme! Curiously enough, taxpayers have 
been slow in applying the “legal effect”’ 
doctrine to their own advantage. Though 
we babble Shakespeare’s, “A rose by any 
other name would smell as sweet,’’ our 
business and legal life do rfot evidence 
whole-hearted belief in any doctrine that 
discredits names. 

An excellent example of one name cov- 
ering widely different matters is presented 
in the word “royalties” as applied to the 
field of patents and inventions. In the in- 
come tax field royalties have been re- 
ported and taxed as ordinary income. 
Little attention has been paid to the legal 
effect of the agreement under which the 
so-called royalties were paid. Tax Law ap- 
peared unmindful of the distinction be- 
tween royalties arising from an exclusive 
license which is in legal effect an assign- 
ment and sale, as against royalties from a 
non-exclusive license which actually rep- 
resents an agreement for the use of prop- 
erty. 
So-called royalties from an exclusive li- 
cense may enjoy a substantial tax advan- 
tage by treatment in their proper sphere 
as proceeds from a sale where the subject 
matter of the license (the invention or 
patent) qualifies as a capital asset. In re- 
cent years there has been a tremendous 
difference between ordinary personal in- 
come tax rates running as high as 90 per 
cent., and the net alternative capital gain 
tax rate of 25 per cent. At the very least 
capital gains are includible in personal in- 
come only to the extent of 50 per cent. of 
such gains. A difference of similar magni- 
tude exists between the corporate tax rates 
on ordinary income as distinguished from 
the 25 per cent. tax on capital gains real- 
ized by corporations. 

The recent decision of the United 
States Tax Court in Edward C. Myers v. 
Commissioner, 6 Tax Court No. 38 
(February 26, 1946) sets a precedent in 
distinguishing between royalties received 
from a completely exclusive license as 
against royalties from non-exclusive li- 
censes. Actually this distinction has been 
tecognized in patent title cases for over 
50 years! The Tax Court held the exclu- 
sive license in the Myers case to be a sale 
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of the invention in question, and, since 
the taxpayer held the invention the re- 
quired period prior to sale (over 24 
months in 1941), and was not in the busi- 
ness of selling inventions to customers in 
the regular course of his trade or business, 
concluded that the income received was 
taxable as capital gain under Section 117 
I.R.C. and not as ordinary income. 


PATENT LAW TREATS COMPLETELY 
EXCLUSIVE LICENSES AS ASSIGNMENTS 
OF TITLE 


Although Federal Income Tax Law has 
heretofore considered all license royalties 
from patents or inventions as equivalent 
to rents paid for the use of property, roy- 
alties paid by a completely exclusive li- 
censee are in fact payments of the pur- 
chase price of property by one who has se- 
cured title. The exclusive licensee has not 
bargained for the right to use the prop- 
erty; he has sécured the entire property, 
to-wit the monopoly to exclude everyone 
from making, using and selling the inven- 
tion for the term of the patent. This is 
evidenced in the broad fundamental dif- 
ference between an exclusive license and 
a non-exclusive license in that the former 
gives the transferee the right to sue all 
others for infringement while the latter 
merely gives the royalty paying licensee 
immunity from suit for infringement by 
the licensor. 

The inventive act entitles the inventor 
to a patent which gives him the exclusive 
right to make, use and sell the device in- 
vented for the 17 year life of the patent. 
The inventor could make, use and sell the 
device, or organize a corporation for such 
purpose. On the other hand, he may per- 
mit others to use his invention by granting 
non-exclusive licenses whereby he receives 
rental compensation in the form of royal- 
ties. Non-exclusive licenses might be 


granted to any number of persons and cor- 
porations. The legal significance of such 
non-exclusive licenses is that the inventor 
retains his title and refrains from his legal 
right to sue such licensees as infringers in 
consideration of their payment of royal- 
ties to him. A vastly different procedure 
exists where the inventor grants an ex- 
clusive license to one person, or to one 
corporation, whereby he transfers to the 
exclusive licensee his exclusive right to 
make, use and sell the device invented. 
Thereafter, the exclusive licensee has the 
right to exclude everyone, including the 
inventor or patent holder, from making, 
using and selling the invented device. 
Should the inventor or patent holder wish 
to make, use and sell the invented device, 
he would have to secure a license in turn 
from the exclusive licensee. A completely 
exclusive license usually accords the ex- 
clusive licensee the right to grant sub-li- 
censes whereby such exclusive licensee de- 
termines who will make, use and sell the 
invented device and he thereby controls 
the monopoly. 

It appears obvious that the rights of a 
non-exclusive licensee are identical to 
those of a tenant or lessee renting real 
estate, and the,royalties paid by him are 
in the same category as rents paid for the 
use of property. 

No less equally apparent is the fact that 
by an exclusive license an inventor grants 
away the exclusive monopoly he has se- 
cured by the inventive act. By such grant 
the exclusive licensee is placed in the 
exact position of a purchaser, and the roy- 
alties he pays actually represent the pur- 
chase price of the monopoly he has se- 
cured. 

The leading case in patent law on the 
matter of an exclusive license being an 
assignment is that of Waterman v. Mac- 
kenzie (1890), 138 U. S. 252, 11 S. Ct. 
334, 34 L. Ed. 923. This case has been 





royalties. 





“A ROSE BY ANY OTHER NAME” 


There is a clear distinction between royalties received from a completely ex- 
clusive license as against royalties from non-exclusive licenses, Mr. Peters, tax 
counsel and certified public accountant of Milwaukee, points out in an early 
paragraph of his manuscript. The airing which he then gives the subject will 
hold, right through the final paragraph, the interest particularly of controllers 
and financial officers of corporations which are concerned with this matter of 


—THE EDITOR 
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cited in scores of cases to date and its doc- 
trine was reiterated recently by the U. S. 
Supreme Court in United States v. Gen- 
eral Electric Company, 272 U. S. 476, 71 
L. Ed. 362. 

A very interesting and pertinent patent 
law decision on this question was ren- 
dered in Union Switch & Signal Co. v. 
Johnson Railroad Signal Co., C.C.A. 3, 
61 Fed. 940 wherein the patent holder 
gave a power of attorney containing cer- 
tain rights with respect to dealing with 
the patent, but specifically excluded the 
power to sell the patent. The holder of 
the power of attorney granted an exclu- 
sive license. The Circuit Court of Appeals 
held that the exclusive license was a sale 
and beyond the authority conferred in the 
power of attorney. The language of the 
Court includes the following— 

"Yeomans (holder of power of attor- 
ney) consequently entered into contract 
with the defendants. He undertook to 
give them an exclusive license embracing 
the entire territory covered by the patent, 
and running for the full period of its life. 
We agree with the circuit court that this 
was a virtual, if not actual sale, and was 
therefore in excess of his authority... . . 
The terms of Cheeswright’s contract with 
Yeomans’ leave no doubt in our minds 
that Cheeswright did not intend to confer 
authority to transfer substantially the en- 
tire interest in the patent, as such exclu- 
sive license, if enforced, would do.” 


(Italics supplied) 


Tax DECISIONS DEALING WITH ExcLu- 
SIVE LICENSES 


The direct issue involved in the Myers 
case, i.e. the taxability of royalties from 
an exclusive license covering an invention 
or patent, has never arisen in an income 
tax case. The issue has arisen in an indi- 
rect manner. For example, in Parke, Davis 
& Company v. Commissioner, 31 B.T.A. 
427, the Board of Tax Appeals, predeces- 
sor of the U. S. Tax Court, decided that 
an exclusive license agreement did repre- 
sent a sale, and proceeds received were a 
return of capital. The exclusive license 
agreement in that case did not grant the 
complete quantity of rights usually con- 
veyed in a completely exclusive license. 

An exclusive license covering movie 
rights in a copyright was considered in 
Clifford Goldsmith v. Commissioner, 1 
T. C. 711, affirmed by the Second Circuit 
Court of Appeals on June 14, 1944, 
wherein the taxpayer attempted to have 
certain payments received taxable as a 
capital gain as being proceeds of a sale. 
The Tax Court held that the exclusive li- 
cense was not a sale because of the multi- 
ple rights involved in the case of a copy- 
right (book, movie, radio, etc.) only one 
of which was transferred to the licensee, 
a motion picture company. The decision 
of the Circuit Court of Appeals was 
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mixed in that two members of the Court 
decided the exclusive license was a sale, 
but that the taxpayer was in the business 
of selling such rights by his own testi- 
mony that he was an author, while the 
other member of the Court upheld the 
Tax Court and decided the exclusive li- 
cense as to movie rights did not represent 
a sale. The decision in the Goldsmith case 
does not afford certainty because only one 
of the multiple rights secured by a copy- 
right was actually transferred and there is 
also the question as to whether the asset 
transferred was a capital asset. 

A review of tax decisions on the cap- 
ital gain issue also includes that of 
Commissioner v. Bessie B. Hopkinson 
(3/6/42), C.C.A. 2, 126 Fed.(2) 406, 
wherein the Court decided that payments 
received from sale of a patent represented 
installment sale payments even though 
such payments were computed on the 
basis of number of units of the invented 
device produced and sold. The Hopkin- 
son Court decision indicates that an ex- 
clusive license was replaced by a regular 
bargain and sale instrument, and it was 
the latter instrument that was passed upon 
by the Court. The taxpayer in said case 
apparently did not rely upon the exclu- 
sive license being a sale, and the decision 
does not indicate the terms of said license. 

In the case of Rotorite Corporation v. 
Commissioner, 40 B.T.A. 1304, 117 
Fed.(2) 245, there was the question of 
whether certain payments were royalties 
or capital gain under the Personal Hold- 
ing Company Act. In that case the tax- 
payer had granted an exclusive license, 
but the licensee had the option to pur- 
chase the patents. The Commissioner 
contended that payments received by the 
taxpayer prior to the exercise of the op- 
tion to purchase in 1935 were royalties, 
while the taxpayer maintained that all 
payments received in the year the option 
was exercised were purchase price pro- 
ceeds and capital gains. The Circuit 
Court of Appeals overruled the Board 
of Tax Appeals and decided in favor of 
the taxpayer corporation to the effect that 
the amounts received in the year the op- 
tion to purchase was exercised were pur- 
chase price proceeds. 

The taxpayer corporation in the Roto- 
rite case did not contend that the ex- 
clusive license was a sale. On the con- 
trary, the Board of Tax Appeals decision 
contains the statement—‘‘The petitioner 
agrees that the payments made in 1933 
and 1934 were royalty payments and that 
they were not affected by the subsequent 
exercise by the Sunbeam Co. of its right 
to purchase the patents.’’ The taxpayer 
corporation relied exclusively upon the 
exercise of the option to purchase by the 
licensee purchaser. Again, the exclusive 
license not being in the controversy, the 
provisions thereof are not revealed. 

The question might arise as to the 


purpose of an option to purchase in , 
completely exclusive license where the 
particular exclusive license represents a 
sale prior to the exercise thereof. The 
answer is that exercise of the purchase 
option merely substitutes a lump sum pay- 
ment for continued payments on a de. 
terminable unit or percentage basis. The 
exercise of the option could not add to 
the monopoly conferred by a completely 
exclusive license. (See Green v. LeClair 
1/10/28, C.C.A. 7, 24 Fed.(2) 74) | 


WuatT CONSTITUTES A COMPLETELY 
EXCLUSIVE LICENSE? 


The term “completely exclusive |j- 
cense” has been used herein to designate 
the type of exclusive license that effects 
an assignment or sale. The Supreme 
Court in Waterman v. Mackenzie, supra, 
has set fogth the types of exclusive |i- 
censes sufficient to constitute an assign- 
ment in the following language: 


“Every patent issued under the laws 
of the United States for an invention or 
discovery contains “a grant to the pat- 


entee, his heirs and assigns, for the term 


of seventeen years, of the exclusive right 
to make, use and vend the invention or 
discovery throughout the United States 
and the Territories thereof.” Rev. Stat. 
Sec. 4884. The monopoly thus granted is 
one entire thing, and cannot be divided 
into parts, except as authorized by those 
laws. The patentee or his assigns may, 
by instrument in writing, assign, grant 
and convey, either (1) the whole patent, 
comprising the exclusive right to make, 
use and vend the invention throughout 
the United States; or (2) an undivided 
part or share of that exclusive right; or 
(3) the exclusive right under the patent 
within and throughout a specified part of 
the United States. Rev. Stat., Sec. 4898. 
A transfer of either of these three kinds 
of interests is an assignment, properly 
speaking, and vests in the assignee a title 
in so much of the patent itself, with a 
right to sue infringers; in the second case, 
jointly with the assignor; in the fwst and 
third cases, in the name of the assignee 


alone. Any assignment or transfer, short § 


of one of these, is a mere license, giving 
the licensee no title in the patent, and no 
right to sue at law in his own name for 
an infringement. Rev. Stat., Sec. 4919; 
Gayler v. Wilder, 51 U.S. 10 How. 477, 


494, 495; Moore v. Marsh, 74 U. S.75 


Wall. 515. In equity, as at law, when the 
transfer amounts to a license only, the 
title remains in the owner of the patent; 
and suit must be brought in his name, and 
never in the name of the licensee alone, 
unless that is necessary to prevent an ab- 
solute failure of justice, as where the 
patentee is the infringer, and cannot sue 
himself. Any rights of the licensee mush 
be enforced through or in the name of 
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the owner of the patent, and perhaps, if 
necessary to protect the rights of all 
parties, joining the licensee with him as a 
plaintiff. Rev. Stat., Sec. 4921; Littlefield 
y. Perry, 88 U. S. 21 Wall. 205, 223; 
Paper Bag Cases, 105 Gis S>:766; 772; 
Birdsell v. Shaliol, 112 U. S. 485-487. 
And see Renard v. Levenstein, 2 Hem. & 


N. 628. 


Whether a transfer of a particular right 
or interest under a patent is an assign- 
ment or a license does not depend upon 
the name by which it calls itself, but 
upon the legal effect of its provisions. 
For instance, a grant of an exclusive right 
to make, use and vend two patented ma- 
chines within a certain district is an as- 
signment, and gives the grantee the right 
to sue in his own name for an infringe- 
ment within the district, because the 
right, although limited to making, using 
and vending two machines, excludes all 
other persons, even the patentee, from 
making, using or vending like machines 
within the district. Wilson v. Rousseau, 
45 U.S. 4 How. 646, 686. On the other 
hand, the grant of an exclusive right 
under the patent within a certain district, 
which does not include the right to make, 
and the right to use, and the right to 
sell, is not a grant of a title in the whole 
patent-right within the district, and is 
therefore only a license. Such for in- 
stance, is the grant of “the full and ex- 
clusive right to make and vend’ within 
4 certain district, reserving to the grantor 
the right to make within the district, to 
be sold outside of it. Gayler v. Wilder, 
above cited. So is a grant of “the exclu- 
sive right to make and use,” but not to 
sell, patented machines within a certain 
district. Mitchell v. Hawley, 83 U. S. 
16 Wall. 544. So is an instrument grant- 
ing “the sole right and privilege of man- 
ufacturing and selling” patented articles, 
and not expressly authorizing their use, 
because, though this might carry by im- 
plication the right to use articles made 
under the patent by the licensee, it cer- 
tainly would not authorize him to use 
such articles made by others. Hayward v. 
Andrews, 106 U. S. 672. See also Oliver 
v. Rumford Chemical Works, 109 U. S. 
75,4 


(Italics supplied) 


In the Myers case, the exclusive license 
gtanted the exclusive right to make, use 
and sell the invention throughout the 
United States for the full term of the 
monopoly. 


CapiTAL AssET REQUIREMENTS 


In addition to the completely exclu- 
sive license feature the invention or pat- 
ent must constitute a capital asset. This 
fequires principally that the invention or 
patent may not be “property held by the 


taxpayer primarily for sale to customers 
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in the ordinary course of his trade or 
business” in accordance with Section 117 
(a) (1) of the Internal Revenue Code. 
It appears that if the taxpayer is engaged 
in selling inventions to a sufficient degree 
the courts may hold the invention or 
patent to be property held primarily for 
sale to customers in the ordinary course of 
his trade or business. In such case the 
royalties or proceeds are ordinary income 
regardless of the fact that a sale took 
place. 

The mere fact that the taxpayer in- 
vented many devices so that he may be 
considered an inventor is not controlling. 
(See Lester P. Barlow, Tax Court Memo 
Decision, 5/19/43; see also Maurice Ba- 
con Cooke, Tax Court Memo Decision, 
2/9/45.) Such is not the case where the 
taxpayer had procured 12 patents and had 
sold several. Avery v. Commissioner, 47 
B.T.A. 538. 

Section 117 (a)(1) I.R.C. contains 
another exclusion from the term of cap- 
ital assets that may apply to an invention 
or patent, to-wit, “property, used in the 
trade or business, of a character which 
is subject to the allowance for deprecia- 
tion provided in Section 23(1).” This 
exclusion would not prevent a gain from 
the sale of an invention or patent from 
being a capital gain in accordance with 
the provisions of Section 117 (j). 

Corporations receiving royalties from 
exclusive licenses would hardly come 
under the category of selling property 
held primarily for sale to customers in 
the ordinary course of their trade or busi- 
ness. It appears that corporations would 
be more within the category of selling 
property of a character subject to the al- 
lowance for depreciation and hence real- 
ize a capital gain under Section 117 (j) 


THE SALES PRICE 


What is the sales price of an invention 
or patent under an exclusive license 
where consideration is usually mentioned 
in terms of percentage of sales dollars 
or units produced? Again, our judgment 
is beclouded by hackneyed usage. We are 
accustomed to dealing in lump sum sales 
prices and we erroneously conclude that 
all sales must have a fixed price tag. 
Were we but to refer to our high school 
commercial law, we should recall that 
consideration (sales price) may be fixed 
or determinable. Where an exclusive li- 
censee agrees to pay the licensor five cents 
per unit of the invented article manufac- 
tured and sold by him, the sales price of 
the monopoly transferred to him is defi- 
nitely determinable—upon the expiration 
of the life of the patent. 

The sales price issue in question was 
decided in a tax case, to-wit, Commis- 
sioner v. Hopkinson, 126 F(2) 406, 
wherein the court dealt with payments 
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based upon a stated amount per unit 
manufactured and concluded— 


. . . This manner of paying for the 
property by the purchaser was but an in- 
stallment plan which did not lessen the 
full and complete title to the property 
which was transferred to the purchaser 
and which gave it the rights of an abso- 
lute owner. Helvering v. Elde Oil Land 
Development Co., 303 U. S. 372, 58 S. 
Ct. 621, 82 L. Ed. 904;. Littlefield v. 
Perry, 21 Wall. 205; 88 U. S. 205, 
22 L. Ed. 577; Rude v. Westcott, 130 
U. S. 152, 9 S. Ct. 463, 22 L. Ed. 888; 
Green v. LeClair, 7 Cir., 24 F. 2d 74. 


As heretofore indicated, in the Hopkin- 
son case a bargain and sale agreement 
was at issue. 


ARE EXCLUSIVE LICENSE ROYALTIES 
DEDUCTIBLE EXPENSE TO THE Payor? 


We have stated that tax law prior to 
the Myers decision has not distinguished 
between income in the form of exclusive 
license royalties as against non-exclusive 
license royalties. In like manner no dis- 
tinction has been drawn between the two 
types of royalties from the standpoint of 
deductibility as expense by the licensee- 
payor. 

Non-exclusive license royalties being 


-equivalent to rent paid for the use of 


property are fully deductible as expense. 

Exclusive license royalties being actu- 
ally the purchase price of property repre- 
sent a capital expenditure and must be 
depreciated rather than expensed. The 
entire cost of the asset acquired being 
determinable only at the end of the patent 
term, it will be difficult to set up a system 
of depreciation. This issue was deter- 
mined in Associated Patentees Inc. v. 
Commissioner, 4 Tax Court No. 117, 
wherein the court decided that the yearly 
payments made were equivalent to depre- 
ciation. The Tax Court concluded that 
such allowance will give the petitioner 
over the term no more than its cost and 
no distortion of income will result. 


* * * 


A breakdown of costs for popular brands of 
cigarettes in 1937 showed that advertising costs 
amounted to less than one half a cent a pack- 
age, according to the Twentieth Century Fund 
survey of distribution. 


* # * 


Highland Park, Mich., citizens, who num- 
bered 50,810 in the 1940 population count, 
have been kept busy with their arithmetic prob- 
lems. Some of their recent findings: Highland 
Parkers share of U. S. debt is 69% of total as- 
sessed valuation of all their property; Uncle 
Sam has incurred debt for this Michigan mu- 
nicipality’s citizens eight and one half times 
the legal limit state laws would permit them 
to borrow for themselves and 32 times what 
they’ve actually borrowed. 

Highland Park’s yearly per capita share of 
just the interest on the national debt would 
operate its public schools for a half year. 








The Road Ahead for 


There is no road ahead for American 
business except the road which the mind 
and spirit of the American people may 
take in the’ next few years to come. 
Whatever they may seem on the surface, 
those years, if I am not mistaken, are 
going to be years of profound and cru- 
cial significance, and possibly of bitter 
struggle; for as matters are moving to- 
day, we shall be coming to the last fork 
in the rather twisted road we have been 
traveling these fifteen years past, and in 
many of the decisions we take we shall 
probably be making our final choice—a 
choice in the nature of things irrevo- 
cable—as to the kind of people we want 
to be, and the kind of country we want 
to live in for the future. 

In these years—even in the election 
years—we have never had a chance, or 
never have been compelled, to make 
that choice in any clear or conscious 
way. The decision has always been 
clouded with the alarms and confusions 
of fake crises and manufactured emer- 
gencies, not to mention the false phrases 
and faces, the semantic slogans and the 
romantic personalities. Not many of us, 
even in American business, have under- 
stood, or tried very hard to understand, 
the meaning of the things that have 
happened, and of the choices we seem 
to have made in those years. I have al- 
ways felt that such understanding was 
more than half the decision, and we 
would never have made many of them 
if enough of us had understood enough 
of their meaning. Whether or not this 
is sufficient excuse for my having made 
so many speeches about them in the past 
fifteen years, I am sure that in the next 
decade, to which I do not look forward 
with any delight, we shall have no less 
need of it, though events may make it 
easier to get understanding than many 
other things. 

It is fairly easy,and safe to assume, 
for instance, without straining your 
vision over the crystal ball, that despite 
all the official hazards and road-blocks 
that big bureaucracy puts in the way, we 
shall have two or three years of replace- 
ment boom in business, probably im- 
pressive in proportions, but pretty typi- 
cal in its causes and its course, with easy 
and abundant money, considerable spec- 
ulation in equities and real estate and 
probably inventories, and steadily rising 
costs and prices which will finally bring 
it to a close in the classical fashion; 
and, as we enter the fifties, will force us 
to face the problems and issues left by 
the war and the New Deal which we 


By Virgil Jordan 


will have evaded by then for nearly 
twenty years, and will then come home 
to roost—unless we can postpone them 
once more with another war in which 
the urgent necessities of national self 
defense happen to coincide as conven- 
iently with the domestic economic and 
political embarrassments of the govern- 
ment. in power as they did last time. 
Even this boom will not be an unmixed 
blessing while it lasts, for as matters 
stand it would probably serve as an oc- 
casion or a cover under which a lot 
more political Trojan horses could be 
moved into the midst of the business 
system by the national planners under 
the pretext of preventing the inevitable 
depression that must follow it. 

Besides, such a postponement of the 
New Deal day of reckoning by an- 
other blind date with Mars is not im- 
possible, or even very improbable, for it 
seems unlikely that the current condi- 
tion of continuous international hostil- 
ity and chronic militarism bristling with 
atomic bombs, which no one has the 
nerve to call peace, can continue on its 
present lofty plane of pious platitude 
and hypocrisy for another decade with- 
out blowing an atom somewhere, un- 
less we stop the process pretty soon in a 
fashion I shall suggest later, which I do 
not expect we shall do. 

But speculation on this solution of 
our problem is paralyzed by an unprece- 
dented paradox which this war has left 
the rest of the world facing. This coun- 
try has become at once the sole remain- 
ing obstacle to any other nation’s ambi- 
tion for imperial power and conquest, 
and the sole source of the means by 
which such ambition could be realized 
or long sustained. We may be quite 
sure that no nation or group of nations 
will ever again be foolish enough to 
start on a career of world conquest 
without first getting this country out of 
the way; and that would perhaps not be 
impossible; but when they think of it 
they are baffled by the equally clear 


America 


realization that they cannot get any. 
where, or even get along, without us. 
How the rest of the world will meet 
that dilemma I can’t imagine, and I do 
not think it matters very much. Some 
statesmen, like Uncle Joe, may imagine 
that the problem can be solved in the 
fashion of the bear: and the honey by 
capturing, looting and carrying off the 
contents of the country to his own den, 
or by wearing us down by boring from 
within in the fashion of the little foxes 
or Gromykos, that spoil the vine; but 
even such have learned something about 
the golden egg gathering business, and 
about the habits and inhibitions of the 
goose that lays them, and I suspect that 
the outcome will depend mainly upon 
how this country, which is the greatest 
goose of all time, behaves—that is, what 
we do with our power, and the prob- 
lems it implies. 


GOVERNMENT POWER 


I shall return later to the question of 
peace and war as it lies on the road 
ahead. The point I wish presently to 
emphasize in speaking of it here, along 
with the business prospect, is that it is 
but a part, a secondary and not a pri- 
mary one, of the central problem of our 
time with which the American people 
must come to grips in the course of the 
next few years. That problem is whether 
and how they can limit and control the 
expansion and the power of govern- 
ment at home as well as abroad. Upon 
what they decide to do about that prob- 
lem will depend not only the peace of 
the world, but the kind of world and 
the kind of country they will live in, 
and the kind of people they will be. We 
should begin to understand that war, 
militarism and imperialism, which we 
profess to fear and hate, are all only one 
expression of the growth in the power 
of the State over men’s life and work, 
which in recent years so many have 
come to accept, encourage or support as 
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WATCH THE DETOURS! 


Our country and, through its leadership, the world must get back on the 
highway of democratic capitalism instead of travelling further along the well- 
paved (with good intentions) but dead-end road of totalitarianism. Dr. Jordan’s 
analysis of the road ahead, should cause us to stop, look and listen. The author, 
who presented this paper at the Eastern Regional Conference of controllers, in 
New York on April. 15, is well known as president of the National Industrial 
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progressive and desirable. International 
conspiracy and espionage, economic 
warfare, class and labor conflict, all 
forms of collectivism, national and in- 
ternational “planning,” and inflation— 
to pick a few of the features of the po- 
litical and economic panorama at home 
and abroad today—all these are merely 
other manifestations of this same proc- 
ess of unlimited governmental expan- 
sion which is evident everywhere in the 
world in our time. 

We in America had escaped most, or 
the worst of them, up to this period, not 
so much because we were geographi- 
cally remote from the European and 
Asiatic centers of this process, as be- 
cause the American people set out from 
a fundamentally different spiritual start- 
ing point. Our country was created by a 
revolt against unlimited government. It 
was based and built on the concept of 
confining the function and power of 
government tg the narrowest possible 
limits of common economic and politi- 
cal concern, and holding it continuously 
and strictly responsible for the exercise 
of the limited power and authority 
specifically granted to it from time to 
time. Out of these ideas and attitudes 
toward government we developed in 
the course of a century and a half what 
can be properly called an American 
economics, an American business organ- 
ization, an American political science, 
and a set of American political instincts 
and institutions, which were not only 
clearly defined and distinguished from 
those of every other people, but in con- 
stantly sharpening contrast to them, and 
it was upon these intangibles, these 
ideas, attitudes, instincts and techniques 
that the unparalleled progress, the pro- 
digious power and the impregnable se- 
curity of this Republic were founded. 

We did not consciously realize this, 
and so, till lately, few of us have been 
able to comprehend the crucial and per- 
haps the most portentous fact of our 
time, which is that within less than a 
generation—indeed within little more 
than a decade—this unique structure or 
pattern, its American economics, its 
American business system, its ideas, at- 
titudes, instincts and institutions, almost 
everything about it except the dry bones 
of its productive techniques, has been 
tecaptured and reabsorbed by the spirit 
and pattern of the Europe from which 
it separated itself a century and a half 
ago—the Europe (and one might now 
include the Asia) of unlimited govern- 
ment, the supreme State and the regi- 
mented mass-man. 

This, as I see it, is the essential sig- 
nificance of what has happened to 
America as a result of the New Deal 
decade, and the war and the “peace” in 
which it culminated, and as you con- 
sider any aspect of the road ahead for 
the American people it is useless to ask 
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any questions about it, such as those I 
raised at the outset, until you know the 
answer to this one: Can and will the 
American people recover their spiritual 
integrity and sovereignty, and reassert 
their economic and moral power to lib- 
erate themselves here at home and as 
much as may be of the rest of the world 
from the dead hand of Europe, the spell 
and the superstition of unlimited gov- 
ernment and political absolutism? Can 
America repel the invasion of the Old 
World, and remain free? Can and will 
we recapture and revitalize for our- 
selves, our unique and distinctive Amer- 
ican economic and political ideas, atti- 
tudes, instincts and institutions? 

This is the ultimate issue that we 
must decide in the coming decade, and 
we meet it day by day at every mile-post 
of the road, more and more often with- 
out knowing what our decision means 
in terms of the future. We meet it in 
seemingly small matters like the long, 
silent, and little noticed controversy in 
connection with the McMahon bill, over 
the composition and powers of a com- 
mission to control the use of atomic en- 
ergy, without realizing that we are here 
concerned with the most crucial ques- 
tion of all for the future of the world— 
whether or not we should arm our gov- 
ernment with the supreme and unlim- 
ited power of atomic energy, even in 
order to prevent other governments 
from doing so. This is much too large a 
matter for me to attempt to discuss to- 
night, but I can imagine no other that 
will determine more of the road map of 
the future for the American people than 
whether or not government, ours or any 
other, is to be given a monopoly of this 
unlimited physical force either for pro- 
duction or destruction. 


ECONOMIC IssuEsS 


We meet the same fundamental ques- 
tion in apparently momentous current 
economic issues, like that of extending 
O.P.A., without recognizing that so far 
as inflation, price control, economic 
stabilization or any other word in the 
semantic dictionary is concerned, like 
the flowers that bloom in the Spring, 
they have nothing to do with the case. 
Since this latter matter is uppermost in 
many minds at the moment, I venture 
to say a bit about it from the point of 
view I have been expounding, begin- 
ning with the blunt forecast that, un- 
less the American people make the kind 
of decision I think they must, on the 
question I have been describing, price 
and wage control will definitely not end 
in 1947, or ever, not because supply and 
demand will not come precisely into 
balance at the stroke of midnight June 
30 of that year, but for many different 
reasons. 

The background, basis and signifi- 
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cance of the government's price control 
program, like that of its labor policy, is 
essentially and purely political. It is 
fundamentally a matter of maintaining 
and expanding governmental power and 
operation. The inflation problem in this 
country is a problem of political infla- 
tion primarily, not of any other kind. 
As a strictly ecenomic issue the fight 
against inflation is a phoney, a political 
fraud, a device to justify further expan- 
sion or to prevent deflation in govern- 
ment, and in that sense a substitute for 
the war as an emergency excusing con- 
tinuation and extension of State author- 
ity and activity. 

The plain fact is that the American 
dollar is today, and has been for thirty 
years, the soundest and most stable—in 
fact the only sound and stable—cur- 
rency in the world; and the best and 
most obvious evidence of that fact is 
that everybody in the world, and most 
people in America, want to get hold of 
as many of them as possible as soon as 
possible, and to hold on to them as long 
as possible. A very large supply of them 
has been manufactured by government 
in the past decade, and during the war, 
and lots of people in this country are 
spending them freely, but while the 
total money supply is excessive by all 
previous standards, and may never be 
expandable at the price levels of twenty 
years ago, I have not noticed that any- 
one considers Ais part of it superfluous. 
There is no convincing sign, here or 
anywhere in the world, of any flight 
from the American dollar, of any 
strong or irrepressible disposition to 
avoid the embarrassment of owning 
some or escape the peril of acquiring 
some more. 

The real reason for that is probably 
so simple that we have missed it. It may 
be merely because most people here and 
abroad who have dollars thus far un- 
consciously assume and expect, as a mat- 
ter of course, that when they get ready 
to spend them, so far as America is con- 
cerned, the things they want to buy with 
them, and probably better things, will 
be there to buy. 

They may be wrong about that—and 
it would be a terrible thing for Ameri- 
can industry to admit—but the only 
thing that can really break this confi- 
dence in the dollar, the only thing that 
has ever broken confidence in any cur- 
rency abroad, is government itself. Cur- 
rency depreciation is not due to an ex- 
cessive supply of money, but to an 
excessive supply of government. The 
growth of the power and functions of 
the State is everywhere the ultimate 
cause, source or center, of inflation. In- 
deed, it may be said that inflation és 
simply governmental expansion, since 
there is no record of one without the 
other. So when anyone tells you that, 
in order to prevent the excessive supply 
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of money (which government has al- 
ready manufactured in the process of 
expanding its functions and powers and 
raising wages) from producing a rise in 
prices the government must further ex- 
pand its functions and powers by fixing 
prices and raising wages, you can set him 
down as an inflationist or a fool and let 
it go at that. And if you must be polite, 
you can at least point out that on this 
principle every point in the anti-infla- 
tion program which President Truman 
proposed in his annual message on the 
State of the Union was intensely infla- 
tionary, just as every bellow, belch or 
blast which Brother Bowles emits on 
this economic issue in coaxing more 
funds for price control from Congress, 
or castigating the greed of business 
men, or giving aid and comfort to labor 
demands for higher wages, adds more 
or less hot air to the political balloons 
of bureaucracy, including his own, 
which rise over the American landscape 
in election year. 

The truth is that no people can or 
ever will control inflation till they can 
control their government. As matters 
stand today, almost every government 
in the world except ours has gone 
busted, has bankrupted its people, and 
wrecked its currency, by growing too 
big, getting too much power and doing 
too many things it shouldn’t have been 
allowed to do. Price fixing is only one 
of a long and apparently endless list, 
but it is a crucial one, not merely from 
the economic but from the political 
point of view. In its simplest terms, 
O.P.A. is a piece of what William 
Graham Sumner and his generation 
used to call political jobbery; but that 
is not the worst of it. It puts a lot of 
people on the public payroll, not merely 
to keep themselves there by helping to 
elect their employers, but for a much 
more pernicious purpose, which is to 
serve as a sort of secret economic police 
force in the marketplace, and that makes 
for the growth of Gestapo government, 
which is the worst plague of political 
power in the world today. 

If you want to know in concrete 
terms what this means in the field of 
price control, read the confidential in- 
structions to O.P.A. investigators on 
how to examine witnesses, which Rep- 
resentative Dirksen discovered and 
printed in the Congressional Record in 
January under the title of one of the 
lines in it which reads: “When he sings 
you write the music” It will help you 
to realize how far and how uncon- 
sciously we have relapsed, even here, to 
the manners, customs and morals of the 
type of politically controlled economy 
which ended in most countries of Europe 
in the Sixteenth Century and has been 
restored in most of them during the 
past three decades, under fancy names 
like national planning. 
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The American people, like all others, 
but a little later, have slipped or drifted 
uncertainly and unconsciously down 
this tide of political dictatorship, se- 
duced by the promise or hope of easy 
solutions of economic problems, out of 
which it rises. We are in the third dec- 
ade of this immense tumorous growth 
of governmental power, apparatus and 
practice, which began with the first 
World War and was vastly speeded dur- 
ing the New Deal, and the end of the 
cycle is not yet in sight. We in this 
country are no more and probably no 
less susceptible to the political illusion 
than the people of any other, but our 
expectations and capacities in the field 
of economic magic and miracles are 
greater than most others, and no one 
can say how soon, if ever, our disap- 
pointment in the powers of the political 
ptestidigitator in this direction will dis- 
illusion us about them. He knows our 
profound and widespread weakness for 
official weight-lifters, snake-charmers, 
flying trapeze performers, and vendors 
of liniments for economic rheumatism 
or balm for business bunions. He has 
even developed a certain tolerant re- 
sentment toward private competition in 
the miracle trade, as I realized a year or 
so ago when I was trying to understand 
why an army of sheriffs and federal off- 
cers in a Southern state with great effort 
and terrific furor spent months trying 
to prevent some little mystical or reli- 
gious sect of mountaineers from finding 
salvation for their sins or cures for their 
ailments by getting themselves bitten 
by a batch of rattlesnakes which they 
kept for the purpose. 


POLITICAL DICTATORSHIP 


Our public officials, generally speak- 
ing, take the position that rattlesnake 
biting, as a program of social reform, 
must be a governmental monopoly, or 
nothing; but as I consider the diversi- 
ties and vacillations of views in the 
business community on this question of 
political price control, and many others, 
I wonder whether we are or how soon 
we will be cured of faith in this kind of 
medicine, and understand its conse- 
quences. I can remember making myself 
very unpopular about twelve years ago 
trying to persuade busines men, who 
were very enthusiastic about it at the 
time, that N.R.A. was a live, two- 
headed rattler, and that its bite wouldn’t 
cure, but might kill; yet they were very 
reluctant to believe that the blue eagle 
was a buzzard, and many were disap- 
pointed when the Supreme Court shot 
the bird down in one of its farewell 
performances of straight marksmanship. 
Well, O.P.A. is simply your old N.R.A., 
upside down, topsy-turvy, inverted and 
perverted, in which you're stuck to the 


ceiling instead of lying comfortably on 
the floor; but in all these trick rooms of 
political magic it makes little difference 
in the end. In the enchanted house of 
government ceiling and floors are fe. 
versible, and even the walls are moy. 
able, and once you enter you are hope. 
lessly trapped, and relentlessly crushed, 
like the captive in Poe’s horror story, 
“The Pit and the Pendulum.” 
Everything that is being said today 
about price control by the professional 
or amateur devotees of political plan. 
ning, in government, re tm and busi- 
ness, from the C.I.O, to the C.ED., 
from the P.A.C. to the N.P.A.—shows 
that it is now being regarded as a kind 
of complete and comprehensive snake- 
oil which can be used to cure both 
rheumatism and delirium-tremens, a 
universal remedy for both inflation and 
deflation, boom and depression, to be t 
taken out of the same _ bureaucratic a 
bottle as may be needed, changing only i 
the label. Those advocates of price con- P 
trol who suffer from the inflation phobia e 
may be sincere enough, but they need I 
to be psychoanalyzed, for the fact is u 
that fear of deflation in business, labor t! 


SS © &® & &®®f OO FT OO. Mf (Hee = ee OF ee 


and, above all, in government, is the d 
most powerful and persistent inflation- P 
ary force in this and every other country ¢ 


today. It is plain that by this attempt 0 
to make the O.P.A. pill more appealing tl 
to business with a reminiscent sugar- a 
coating of the old N.R.A. flavor, a po- n 
litical position is being poniy to n 


justify permanent price and wage con- q 
trol at all times and under any condi- |  ¢t 
tions. Unless we get rid of it now we ti 
never will and if we do not we will get ir 


the whole works that go with it. If we p 
have learned anything about the nature y 


of a man as a political animal, we should fc 
know that in this fatal field of govern- le 
mental power the moving finger writes, | th 
and having writ moves on, and all your h 
prayers and tears will not call it back to eT 
cancel half a line. Ww 

What the economic outcome of these gt 
trends may be, whether the people will Ww 
be pleased or disapopinted with what u 
they get out of price fixing or any other ef 


part of the apparatus of the planned 
economy remains to be seen. But 
whether or not the American people 
like the music the politician plays on 
the magical horn of plenty, we may be di 


sure that they will not only have to pay in 
the piper, but dance to his tune. There w 
are three political consequences of or 
a governmentally controlled economy a 
which are certain and clear in the whole T 
record of experience. One is that it 1s vi 
impossible for government to fix prices, pi 
wages or interest rates or to give su m 
sidies or loans to private business with- th 
out taking part in its operation, its man- in 
agement and ultimately its ownership. 

A second is that it is impossible to op- Wi 
erate a governmentally controlled of pl 
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Janned economy on a democratic basis, 

or through any sort of legisature or 
arliament of freely elected representa- 
tives. It must be done by dictation, and 
though, as Jefferson said, “timid men 
may prefer the calm of despotism to the 
boisterous sea of liberty,” they can’t 
have both. A third certainty is that a 
State controlled economy cannot be op- 
erated with individual freedom, which 
depends upon private property, private 
business and private labor. All of these 
are inevitably destroyed by any form 
of governmental economic planning; 
and that, much more than the immedi- 
ate economic effects, is the fundamental 
and final issue to be fought out in this 
question of continued political price 
and wage fixing. 

I have spent some time speaking of 
this part of the road ahead because it is 
an almost perfect and very timely and 
important example of the underlying 
problem and process—the process of 
expanding State power, and the prob- 
lem of controlling it—which confront 
us now and will face us every step of 
the way in the coming years, both in our 
decisions of domestic and of foreign 
policy, which in this respect are identi- 
cal. You will find others in the control 
of foreign trade, where you may be sure 
that the British and other loans, as well 
as the Bretton Woods mechanism, will 
not free the world’s commerce or fi- 
nance from political controls, tariffs, 
quotas, preferences, licenses, but increase 
them to the point of making interna- 
tional trade and lending a government 
monopoly. You will find other exam- 
ples in the field of fiscal policy, where 
you may be sure it will neyer be possible 
for the federal government to spend 
less than $25 billions or to raise less 
than $30 billions from business and the 
higher income brackets. Always and 
everywhere you observe the process by 
which, as in the case of price control, 
government itself creates the conditions 
which require an expansion and contin- 
uance of its power and functions in an 
effort to correct them. 


IDEALS UNREALIZED 


_When we consider these things can- 
didly we must admit to ourselves that 
in the deepest sense we have lost this 
war more utterly than we lost the last 
one, in terms of the issues, economic 
and moral, by which we justified it. 
The American Eo le gained a glorious 
victory on the field of battle and on the 
production front, but many among them 
must know in their hearts today that 
they have suffered humiliating defeat 
in the field of ideas and ideals. 

Though they fought and won this 
war in the high hope of securing peace, 
plenty and freedom for themselves, and 
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people everywhere, the plain truth is 
that today there is less of all these 
things, less hope of them, and indeed 
less aspiration for them, anywhere in 
the world than there was before—even 
in America She emerged from the war 
the strongest nation in the world, at a 
peak of economic, military and moral 
power without precedent in the histori- 
cal record; yet long before the last shot 
was fired, and the first atomic bomb was 
dropped on the hlepless enemy, we had 
already surrendered, perhaps uncon- 
sciously and unknowingly, but uncondi- 
tionally, to his ideas and ideals. 

Never before, I venture to say, has a 
people with such power, —— and 
prestige in its hands yielded them so 
suddenly and freely and fallen so 
swiftly to a condition in which they are 
almost helpless to defend themselves at 
home or abroad. A few months after it 
had crushed the most formidable foes 
the world ever faced, the mightiest 
armed force in history had distinte- 
grated and melted away like the snows 
of yesteryear, its members inspired to 
protest almost to the point of mutiny 
against continued assignment to a task 
their instinct told them had become 
meaningless, futile or false through the 
stupidity, cowardice or treachery of 
their political leaders; while at home, 
where they hoped to find the peace, 
eer and freedom they had failed to 

ring to the world they had conquered, 
the most productive industrial organ- 
ization ever created was crippled or 
paralyzed by the same forces of error 
and evil, confusion and conflict emanat- 
ing from the same source, or nourished 
and stimulated by it. 

In place of the plenty which they 
hoped the promise of peace would 
bring, we have a planetary epidemic of 
political compulsion called economic 
planning which everywhere cramps and 
cripples, or ruthlessly exploits and dis- 
sipates the productive powers that have 
survived the destruction of war. 

In place of the lasting peace which 
we hoped our power would bring, we 
see a progressively more desperate ap- 
peasement of a power which has been 
made to appear to us somehow stronger 
than our own, more formidable and sin- 
ister than the enemy we so recently 
crushed, while on a planetary scale a 
martial parade of weapons more im- 
mense, mysterious and menacing than 
were ever imagined, supported by arma- 
ment expenditures many times larger 
than the world has ever seen, provide 
the setting for the opening scene of the 
diplomatic opera bouffe of peace being 
staged by the insolvent successor of the 
League of Nations. 

And, worst of all, over most of the 
two great continents where they fought 
to safeguard the flame of political free- 
dom and civil liberty for people who 
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had not seen its full light or lived in it 
long, an iron curtain of utter darkness 
and despair has been drawn by a dic- 
tatorship more ruthless, a tyranny more 
total, than any of those — had ever 
experienced at the hands of their ene- 
mies. This iron curtain of ignorance and 
oppression, as Winston Churchill called 
it when he was Prime Minister of Eng- 
land, is so securely and subtly fastened 
down that none within or outside dares 
to lift it; but rising from its sombre 
folds are those fumes of falsehood and 
fear, of delusion, deceit and dissension, 
of confusion, conflict and conspiracy 
that poison the atmosphere and darken 
the spirits of men in most of the rest of 
the world where the air of freedom, 
faith and truth still lingers, though 
even there are many, who, in innocence 
or malice, spread or peddle the fatal 
perfume we complacently call com- 
munist propaganda. 


THE 100 Days 


The process by which this tragic con- 
dition of moral insolvency and eco- 
nomic paralysis has been accomplished in 
which the American people find them- 
selves today in their foreign relations 
and domestic affairs is complex, subtle 
and many-sided, and it began long be- 
fore the war or after its end. The first 
Or most important steps in it were those 
of the famous and fatal hundred days 
in which the foundations of the form of 
National Socialism which we call the 
New Deal were laid. We know now 
that it was naive to suppose that any- 
thing essential in that New Deal revolu- 
tion was indigenous, native or natural 
to the mind or morals of America, no 
matter what the emergency of depres- 
sion that then disguised or excused it. 
As we witness its outcome today we rec- 
ognize at last that it was as much and as 
fundamentally a foreign invasion as 
though, six years later, an army of Nazi 
soldiers, administrators and economists, 
or Soviet Commissars, had landed in 
Chesapeake Bay and occupied the cap- 
ital, or taken forty-two square miles in 
Connecticut. 

Every essential economic idea and 
moral principle which it applied and 
implied was imported from Europe or 
Asia, profoundly alien to the spirit, pur- 
pose and experience of the American 
people, even as long ago as 1933, 
though apparently not so much so to- 
day. The doctrines of the disappearance 
of the frontier, of the onset of economic 
maturity, of over-saving, of government 
spending, deficit financing, compensa- 
tory fiscal policy, the mixed economy 
and of government control and eco- 
nomic planning—to mention some of 
the successive slogans and semantic 
catch-words of the New Deal—all 
these are the Dead Sea fruit of the 
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fatalism and despair of the Old World, 
with which its academic and political 
dope-peddlers have drugged and be- 
wildered the American people during 
that decade, until the emotional unity 
and the economic stimulus of the wat’s 
great crusade saved them, and saved the 
New Deal itself, from the economic and 
moral bankruptcy which seemed to be 
the inescapable outcome of the waste, 
confusion, conflict and stagnation it 
produced. Whatever may have prepared 
the way for it before, this decade of the 
New Deal which imported the old de- 
lusion of omnipotent government into 
the mind and spirit of the American 
people divided them in understanding 
and aspiration more deeply than any- 
thing in their history had before, and 
the cleavage it produced aligned them 
unconsciously but inevitably thereafter 
with the fantasies, futilities, and fatal- 
ities of the class struggles of the Old 
World. 

So it is that having emerged from 
this war for world freedom without 
winning it or even ending it, we are liv- 
ing today by an economic organization 
and under political principles which are 
in nearly all essentials the same as those 
that have impoverished, wasted and de- 
stroyed the Old World beyond hope of 
redemption; with a government of un- 
limited power determining wages, 
prices, profits, production, employment, 
consumption, investment, management 
and ownership of property, for today 
and the indefinite future, practically by 
personal decree, or according to some 
plan or purpose whose meaning is be- 
yond our comprehension and the tre- 
sponsibility for which has passed be- 
yond our control. Many Americans who 
have the living memory of freedom in 
their minds fear or hate these things as 
falsehood or tyranny, but many others 
who have long forgotten, if they ever 
knew it in the alien climate which once 
shaped their spirits, hail them with 
hope or support them with passion as 
the promise of prosperity and security 
to come; and in the eroded soil of dis- 
sension and misunderstanding that fills 
this chasm in our American conscious- 
ness, the dragon seed of domestic and 
international conflict is being sown and 
our power at home and abroad is be- 
ing weakened and dissipated by those 
who expect to profit thereby. 

The fact that so many in America 
have accepted the superstition of omni- 
potent government and become depend- 
ent upon its apparatus during the past 
decade which culminated in the war 
means much more than an idle drift 
down the tides of mass ignorance, in- 
difference or indolence on which the 
traditional demagogue of the Old 
World or the new has so often floated 
his craft and fished in troubled waters. 
In our time and in this place it is the 
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most important expression of a delib- 
erate, carefully designed and continu- 
ously directed world-wide conspiracy to 
capture and maintain permanent politi- 
cal over the masses of men everywhere, 
by crippling, paralyzing and capturing 
for its purpose the sole remaining 
source and center of that power, which 
rests today in the prodigious productive 
power of a free America. The evidences 
of its operation and purpose, and the 
manifestations of its methods and in- 
struments must be obvious enough to 
all but its victims, and I shall not elab- 
orate upon them tonight; but to be un- 
able to believe that it exists, or to ignore 
it in any aspect of domestic conditions 
or foreign policy, seems to me a sign of 
extreme innocence or profound anes- 
thesia. Its technique today employs on 
a planetary scale all the subtle arts and 
stratagems of trickery and terrorism 
practiced on the Steppes of Asia for 
centuries past; but its purpose has no 
precedent or parallel in history. It is 
not merely to make sure that the ideas 
and ideals of the Old World shall reoc- 
cupy and conquer America; but to pre- 
vent those of America, and the power 
they imply, from liberating the Old 
World from its bondage; for those who 
seek to rule it today know that they 
can do so only if they can make and 
keep America economically and morally 
impotent at this historic moment, when 
the secret of atomic energy both as pro- 
ductive agent and a political weapon 
rests in her hands, and as she prepares 
and hopes to release for the purposes of 
peace, plenty and freedom the colossal 
power which she acquired through the 
war. 

When we consider candidly the source 
of such a conspiracy to sterilize the 
strength and paralyze the purpose of 
America, the alarming image of Com- 
munist Russia and its mannérs, morals 
and economic institutions comes auto- 
matically to our minds these days; but 
the fact is a paradox significant only be- 
cause its shows how far the effort to 
foster confusion and conflict, which is 
the chief weapon of that conspiracy, has 
been successful. Soviet Russia may, and 
probably does, serve today as its psy- 
chological and strategic center, but she 
could not support or implement it alone. 
Russia is a primitive, impoverished, 
predatory Asiatic despotism, the most 
complete the modern world has ever 
known, as Franklin Roosevelt said in 
1939. It has lived and ruled for three 
decades by plunder and by exploitation 
of an immense mass of human capital 
in the form of political prisoners, war 
captives, and slave citizens, and its ef- 
fective power in war or peace rests to- 
day almost as literally as it did in the 
time of Tamerlane and Attila on a vast 
pyramid of human skulls, built as the 
monument and symbol of the un- 


bounded ambition of its rulers. Though 
this massive totalitarian structure js 
framed in meaningless economic dog. 
mas which none of its people can un. 
derstand, and shaken § or disguised 
with borrowed or stolen devices of mod. 
ern technology which they have not the 
temperament, training or intelligence to 
master, it is empty of any real capacity, 
power or purpose except that of plunder 
and oppression. Soviet Russia is insol. 
vent in everything but the resources of 
insolence, intrigue, treachery and ter. 
rorism, bankrupt of all assets but 
brutality and bluff, which since the war 
she has capitalized to the utmost in the 
forced march of Communist imperalism 
through Europe, Asia and the Arctic, 
almost to the shores of Alaska. 

If this were the only enemy we had to 
fear, it would always have been easy for 
Uncle Samson to face it, if he had been 
armed with something more than the 
jawbone of an ass when he sent his 
statesmen to meet the Soviet Commis- 
sars and bargain with them about war 
and peace in the Oriental bazaars they 
have been running in Teheran and 
Yalta, San Francisco and Potsdam, Mos- 
cow and London, and the Bronx. 

It seems to me rather much more im- 
portant to understand the total situa- 
tion out of which this conspiracy has 
arisen and the kind of dilemma that it 
presents to us, if we are to make any 
honest, wise and courageous decisions 
upon the problems of domestic and for- 
eign policy that face us for the future. 
We shall have to make some soon, for 
the course of events abroad as well as 
conditions at home bring us closer day 
by day to the time when we shall have 
to decide as a nation whether we are 
determined to use our power promptly 
to liberate ourselves and the rest of the 
world from the peril of unlimited gov- 
ernment anywhere in it, or will make 
unconditional surrender to the system 
of ideas about the Absolute State which 
we set out five years ago to destroy in 
Europe and Asia and which have in- 
vaded and conquered us while we were 
doing it abroad. 


FOREIGN AFFAIRS 


In that sense, the fundamental issues 
of domestic and foreign policy are im 
separable, or indeed identical. They 
come down to the decision whether of 
not this country is to remain within the 
international system of compulsory col- 
lectivism, and be kept permanently im- 
prisoned in the iron circle of socialist 
states which this war has created 
throughout the world. Every event 10 
the field of foreign affairs from Hot 
Springs and Bretton Woods to Yalta 
and San Francisco and Potsdam and 
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Full Production Gear-up Analyzed 
at Midwestern Conference 


In one of the outstanding regional con- 
ferences in the history of the Controllers 
Institute of America, nearly 500 control- 
lers and financial officers of corporations 
in the eastern, midwestern and southern 
areas, analyzed the problems involved in 
“Gearing-up for Full Production in the 
Reconversion Period’ during the course 
of the 1946 midwestern conference of 
controllers, staged in Detroit, at the Hotel 
Book-Cadillac, on April 28-30, under the 
sponsorship of the Detroit Control of The 
Institute. 

From the opening reception on Sunday 
afternoon, through the various technical 
discussions, and feature addresses at 
luncheon and dinner functions, until the 
conference adjournment after Tuesday's 
luncheon, the conference struck a high 
note of achievement. Some of the papers 
presented during the program will be spe- 
cially released in pamphlets by The Insti- 
tute and others will be published in the 
pages of “The Controller’ in forthcoming 
issues. 

The opening address on Monday 
sounded the serious keynote embodied in 
the basic conference theme of full pro- 
duction’s requirements. George Romney, 
general manager, Automobile Manufac- 
turers’ Association, told the assemblage 
that “American business faced the most 
challenging frontiers in the world today 
and that exploring and subduing these 
frontiers can bring greater happiness and 
material reward to more people than the 
progress unleashed by the exploration and 
subduing of America’s physical resources, 
and the technological means of mass pro- 
duction.” 

Mr. Romney urged the members of the 
audience to do their full part in develop- 
ing the markets, achieving the production 
of goods and creating the jobs we need by 
putting “less emphasis on our differences 
and mote earnest cooperative concentra- 
tion on our mutual interests, less concern 
about what Washington does and more 
community-wide action on community and 
local problems, less use of past accom- 
plishments to block changes and more ef- 
fort to increase individual freedom, op- 
portunity and happiness—particularly in 
economic and social matters.” 

_ Having heard Mr. Romney's presenta- 
tion on industry’s need for full produc- 
tion, the conference then met at luncheon 
with the Economic Club of Detroit for an 
analysis by Henry J. Taylor, economist, 
lecturer and author, of “Why Free En- 
terprise Must be Made to Survive in 
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America and in the New World Organi- 
zation.”’ Mr. Taylor held the full attention 
of his audience as he described the basic 
differences between the totalitarian and 
the American methods of enterprise. 


RENT CONTROL 


In a logical progression from the lunch- 
eon theme, the afternoon session heard 
two addresses on the problem of prices 
and wages. In the first, Leonard E. Read 
spoke on ‘‘Government Pricing and the 
National Economy.” Mr. Read, president 
of the Foundation for Economic Educa- 
tion, Inc., of New York, and formerly ex- 
ecutive vice president of the National 
Industrial Conference Board, was fol- 
lowed by G. Z. Wollam, director, Wage 
Incentives, Westinghouse Electric Corpo- 
ration, Pittsburgh. 

Mr. Read called for a dropping of all 
controls ‘except those which destroy 
fraud, violence and predation” and pre- 
sented a detailed plea for the elimination 
of rent control which, he stated, ‘‘seems 
to be the last fort planned by the price 
controllers. It is admitted by them to be 
their strong point. If the idea of rent con- 
trol can be demolished, then the case for 
all other controls is lost. If there is no 
case for rent controls, then there is no 
case for any wage or price controls.” 

Pointing out that “in a free society we 
know only way to get a fair distribution 
of scarce items,” which is by free compe- 
tition, Mr. Read said that ‘it would seem 
both good economics and good sociology 
to let the rents go up because that is the 
only way to get everybody housed, short 
of peremptory quartering of others. Inci- 
dentally, it is also the surest way to get 
new houses built.” 


WAGE INCENTIVE PLANS 


Mr. Wollam, in his discussion of wage 
incentive plans, pointed to the increasing 
industrialization of countries in Latin 
America and Asia and emphasized that 
“if America hopes to maintain her leading 
position and her present standard of liv- 
ing, there must be a unified plan for pro- 
duction on the part of labor, industry, 
capital and government. This is absolutely 
imperative if we are to face keen compe- 
tition from the rest of the world. There 
must be mutual confidence so that labor 
and management can work together, and 
this is especially true in the field of in- 
centive systems. 


“During the war period, our country needed 
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production so badly that the latter was em- 
phasized regardless of cost. In the reconversion 
period, the emphasis is still on production— 
but now it is production at a reasonable cost. 

During the war, industries compromised 
many phases of their incentive systems, vio- 
lating many principles of administration. They 
misapplied incentives, installing many of them 
without sound standards. They did not maintain 
standards consistent with changes in manufac- 
turing methods and processes. They granted ex- 
cessive extra allowances without proper investi- 
gation and authorization. They installed 
indirect incentives with very questionable re- 
lationships to direct standards. 

Individual managements may have considered 
these irregularities justifiable during the war. 
Now these practices must be restudied in the 
light of their effect on domestic, peacetime 
production. 

One of the most dangerous practices which 
has developed in the administration of incen- 
tives is that of subsidization. This undermines 
the very foundation of the incentive plan. It is 
a form of pump-priming. If continued, it will 
result in. a reduction of effort by the employees 
and a decrease in productive output. Subsi- 
dizing is easy to start, but very difficult to stop. 
In the case of government, it is seldom stopped 
until appropriations are exhausted. In industry, 
it is not stopped until executive management 
outlaws it. 

A pump that requires perpetual priming is 
not working properly. An incentive system 
which requires subsidization is either inade- 
quate or 1s not being properly administered. 

In establishing sound incentive standards, all 
irregularities, “foreign’’ operations, temporary 
delays and the effect of special conditions are 
eliminated. The allowances are established for 
the average qualified operative giving average 
effort and exercising average skill. Allowance 
is granted for personal needs, normal delays 
and fatigue. 

It is obvious that under ordinary working 
conditions irregularities will occur beyond those 
covered by the allowances. No incentive plan 
is equitable which does not make some provi- 
sion for these extras. However, unless the 
granting of these extra allowances is kept under 
proper control, it constitutes an ever-present 
threat of subsidization. The responsibility for 
this control rests with the line organization 
and with such staff departments as time study 
and methods, quality control, production dis- 
patching, piece count department and account- 
ing department. 

The greatest benefit is derived from an in- 
centive system when the operatives exceed the 
incentive standards. This provides better utili- 
zation. of facilities, increased output for the 
same number of trained operatives and better 
earnings for the latter. It provides better-satis- 
filed employees with a corresponding reduction 
in labor turnover, and a general improvement 
in morale. 

Therefore, it is wise on the part of manage- 
ment, after sound standards have been estab- 
lished, to show the worker how he can increase 
his output, and to aid him in obtaining the 
best possible output commensurate with his 
good health. It is the added skill, effort and 
ingenuity of the operatives that make an. in- 
centive plan successful. 

All available means should be employed by 

(Please turn to page 354) 








The Budget in business is a plan for 
coordinating all forces and directing them 
toward the attainment of a definite ob- 
jective. It estimates, in advance, the fac- 
tors of time, volume and value necessary 
to produce a definite amount of sales and 
profit in a given period. It covers the 
forecasting, under one or more sets of 
Operating conditions, of 


Production 
The quantities of each product to be made. 
When to make. 


Income 


The amount of income. 
When it will be realized in cash. 


Expenditures 
The amount for material, labor, supplies, 
expense and equipment. 
When it will be paid out in cash. 


Financing 
The amount of financing necessary. 
When it must be provided for. 
When it can be liquidated. 


Profit 
The amount of profit. 
When it will be realized. 


Financial Position 
Balance Sheet figures which, projected into 
the future, will give effect to the opera- 
tions of the business as estimated in the 
Budget. 


A_ well-planned and ably directed 
Budget benefits business in many ways: 


1. It is a marked influence in the most eco- 
nomical use of working capital, since 
it is planned to utilize plant facilities 
and current assets to the maximum of 
their potentiality. 

2. It prevents waste, since it regulates the 
spending of money for a definite pur- 
pose and in accordance with appropria- 
tions established by the executives of the 
business. 

3. It places definitely—just where it be- 
longs—the responsibility for each func- 
tion of the business. 

4, It makes for coordination. It compels all 
departments of a business to. cooperate 
in attaining the results fixed by the 


Budget. 
5. It enhances the power of loyalty in an 
organization, since it stimulates and 


helps each individual to put more of his 
brain into the enterprise to which he has 
given his time. 

6. It presents in cold figures the best judg- 
ment of executives committed to a defi- 
nite business objective, and thus guards 
against undue optimism which often 
leads to over-expansion. 

7. It acts as a safety signal for management, 
since it indicates the variance between 
its estimates and the actual results ob- 
tained from period to period or from 
month to month. 

Thus, it shows when to proceed cau- 
| tiously as well as when manufacturing 
i or merchandising expansion may be 
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safely undertaken. It is an automatic 
check on the judgment of the execu- 
tives—a check frequently revealing 
losses in time to stop the waste. 

8. It is the most potent force in business for 
the conservation of the resources of 
business, since it regulates the spending 
of money. within the confines of income. 

9. It is invaluable to management in determin- 
ing the effect of sales, production and 
financial policies. 

10. It provides incentive and suggests oppor- 
tunities for organized research, controls 
the expenditures and aids management 
in gauging the results. 

11. It compels management to study its mar- 
kets, products, methods and service for 
ways and means of strengthening and 
enlarging the business. 

12. It compels management to study and to plan 
for the most economical use of labor, 
material and expense. 

13. It is the only means for predetermining 
when and to what extent financing will 
be necessary. 

14. It makes business more interesting to man- 
agement. It sets up a target to shoot at 
and provides a gauge for measuring the 
accuracy of the shot. It is a test of the 
ability of management to make things 
happen in accordance with a well-ordered 
plan. 

15. Managements that have developed a well- 
ordered Budget Plan, and operate accord- 
ingly, find greater favor from their bank- 
ers, boards of directors, and stockholders. 

16. It compels management to fortify itself 
with adequate Accounting, Cost Account- 
ing and financial records. 


The Budget in business, therefore, is the 
greatest contribution towards the attain- 
ment of success. It is not a substitute for 
management but rather a means to an end 
—an indispensable aid to sound manage- 
ment. 

To buy and pay for, to manufacture, to 
sell and collect for—these are the impor- 
tant and essenial considerations in the 
average commercial or industrial enter- 
prise. To accomplish them, that the maxi- 
mum of profit on a minimum of capital 
may be realized, is the object of all intel- 
ligent business effort. 

Business effort is intelligently directed 
only when it is founded on a well-ordered 

lan. A mark must be set, a course charted 
and the ultimate object kept constantly in 


mind. Even with a course carefully charted, 
it is necessary to make frequent soundings 
and checkings, to see that no detail is over. 
looked and that advantage is taken of every 
favorable condition. 

The business builder plans for profits, 
Management then must think of business 
in terms of profit. The life of all business 
is profit. Success depends upon it. It is 
the compelling interest in the simplest 
business transaction. It is the dominant 
thought in the greatest commercial enter- 
prise. 

Profit means progress and success. 

Loss is retrogression. 

Real profit begins where loss ceases. 


The elimination of loss is as necessary 
to successful business as profit itself. The 
saving made through the prevention of 
mistakes, inefficiency, and waste, is profit, 
—just as the difference between cost and 
selling price is profit. 

To avoid waste in business, it is neces- 
saty to know where and when the leaks 
are. To find the leaks there must be some 
effective means for detecting them, and 
of knowing of their importance when they 
are found. Leaks and waste drain the re- 
sources of business concerns. Tradition 
and habit are too often the guiding in- 
fluences. Past expenditures are not a safe 
basis for the future. Actual necessity, re- 
gardless of tradition, is the real test. And 
these quentions should be satisfactorily an- 
swere 

Will the expenditure, if made, yield a 

return ? 

Is the expense incurred at the right 

time and in the proper proportion? 


The extent to which budgeting can be 
made effective will be limited wholly by 
the facilities of the budgetor. But budg- 
eting can be undertaken by degrees, ac- 
cording to the facilities available, and en- 
larged from time to time as facilities and 
data are established for the purpose, the 
ultimate aim, wherever practical, being a 
Budget to cover all operations of the 
business in detail. 





| 


officers. 





| NOT A SUBSTITUTE FOR MANAGEMENT 


| The budget in business is “a means to an end—an indispensable aid to sound 
| management.” That emphasis on “means” by Mr. McAnly, who is a resident 
| partner of Ernst and Ernst, certified public accountants, Chicago, is important in | 
any approach to the study of budgeting. This paper was presented by Mr. | 
McAnly before the January 23 meeting of the Indianapolis Control. The sev- 
eral charts which accompany the text deserve the consideration of financial 
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—THE EDITOR 








326 





Yum 


















































































































































































































































































































































The Controller, June, 1946 327 
An important feature of the benefit to volumes of activity. In this exhibit, all oper- fixed character, in setting up a composite pro- 
derived from Budget Control consists ting costs have been classified as between jection of a company’s operations, a roughly 
be care : d thei items which are considered to vary in rela- defined classification of operating costs into 
in many small economies, an €if aC- tionship to volume, and those which are of a these two divisions will reflect approximate 
cumulation becomes greatest through hav- fixed character. profit or loss results at volumes within a rea- 
ing the rank and file of the organization The items in the variable classification in- sonable range of the budget or focal point. 
bs the detail under the Budget in clude material, direct labor, variable manufac- The budget line in Chart I-A sets forth a 
0 erve : Tintanad turing and variable commercial (such as cer- condensed summary of the forecast of opera- 
its complete form. Quoting Benjamin jain indirect labor, supplies, social security tions for a specific period as-carefully planned, 
arted Franklin,—‘‘Human felicity is produced and workmen’s compensation insurance, equip- giving consideration to commitment or con- 
Sues not so much by great pieces of good for- ment maintenance, salesmen’s commissions). templated material prices, the current or an- 
dings that seldom happen as by little ad- Items in the fixed classification include fixed ticipated wage level, current values of supplies 
} OVer- tune tha a d y commercial and manufacturing—cash outlay and expense, and contemplated product sell- 
“every vantages that occur every day. expense (such as executive and supervision ing prices. In the preparation of the budget 
salaries, real and personal property taxes, fire at the specific volume which the management 
Exuisir I-A insurance, building maintenance, administra- considers attainable, operating policies and 
rofits, tive office expense, etc.) and fixed manufac- procedure, as well as all of the various classes 
siness Exhibit I-A is a simple graphic example of turing and commercial—non-cash expense of operating cost, must be carefully reviewed. 
siness an operating forecast in which is reflected the (such as depreciation, amortization). Manufacturing and marketing functions are 
It is net profit or loss, the cash profit or loss and the While it is recognized that there are many carefully studied with resultant elimination of 
nplest margin above fixed operating cost at various items of operating cost which are of a semi- cost which are not considered essential to the 
pee EXHIBIT I-A: FORECAST OF OPERATING RESULTS AT VARIOUS VOLUMES OF ACTIVITY 
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conduct of the operating plan nor conducive to 
producing results commensurate with cost. 
Thus the budget should represent a con- 
servative operating forecast based upon a well- 
defined plan of operation which should be- 
come an actuality if the contemplated volume 
is attained and the operating costs are con- 
trolled according to the plan. However, re- 
gardless of the care exercised in planning, it is 
extremely difficult to project, with any great 
degree of accuracy, the specific volume which 
may be realized. Thus, in addition to the 
preparation of a forecast based upon a cer- 
tain volume, it is essential that the effect upon 
operating results be indicated for each vol- 
ume point within a reasonable range of the 
specific volume contemplated in the master 
budget. : 
If the enterprise covers the manufacture 
and/or selling of several lines of related 


EXHIBIT !-B: BUDGETED YEAR END CASH BALANCES RESULTING FROM VARIOUS VOLUMES OF ACTIVITY 
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products to several classifications of customers 
through one or more distribution channels, the 
prime cost (material and direct labor) and 
variable direct selling cost can be budgeted for 
each. Other general indirect variable manufac- 
turing and commercial cost can be applied to 
each classification and the total margin contrib- 
uting to cover fixed expense and profit de- 
termined for each classification. Thus the mar- 
gin contributions of various combinations of 
volume of the respective product and/or cus- 
tomer classifications can be considered. 

In the development of these overall or prod- 
uct classification cost ratios, it is well to sepa- 
rate all indirect labor and overtime premiums 
showing these classifications separately—thus 
the effect of varying wage levels and work 
week hours of plant operations can be quickly 
reflected. 











EXHIBIT I-B 


Budgeted Year-End Cash Balances Resulting 
From Various Volumes of Activity 


A forecast of the approximate change in 
cash position and the effect on other items of 
working capital which will result from op. 
erating at each volume amount within a reason- 
able range of activity sets forth information 
which is essential in the formation of policies 
relative to the possible necessity for and 
amount of temporary working capital. 

Exhibit I-B sets forth the beginning and 
ending balances of the items of working capital 
and the resultant year-end cash position as 
budgeted for the same enterprise as in Exhibit 
I-A and the effect on the cash position and 
other items of working capital at each volume 
point within a reasonable range above and be- 
low the contemplated volume. 
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The portrayal of the year-end cash balance 
in Exhibit I-B, which is the difference between 
the cash available from operations and the cash 
applied, represents the approximate amount of 
cash on hand after repayment of any temporary 
money borrowed during the year. 

While Exhibit I-B deals with the year-end 
cash balances which can be expected from the 
various volumes of operations as illustrated, 
the preparation of the detailed operating cash 
forecast also includes cash receipts and dis- 
bursements by months showing the additional 
working capital which may be required and the 
subsequent repayment thereof during the year. 


EXHIBIT II 
Budgeting As Applied To Control Of Labor 


Budgeting as applied to control of labor in- 
volves the establishment of means of measuring 
the value of the product of labor. 

Factory labor is usually purchased at hourly 
wage rates. Therefore, it is essential that a 
standard for the quantity of work to be per- 
formed per hour be established and that this 
standard represent a fair and reasonable allow- 
ance. 

In order to justly compensate individuals 
who put forth greater effort than the average 
performance, as far as is practical, all workers 
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should be paid for the hours they produce as 
measured by the work done rather than the 
time actually worked. This is the underlying 
basis of all wage incentive plans. 

The simplest type of wage incentive plan is 
one which provides for employment at the cur- 
rent occupational wage scale and compensates 
each individual at his hourly rate for the hours 
he has produced or earned (production X 
standard operation time allowed). 

If conditions, such as provisions in labor 
contracts, do not permit the use of wage in- 
centives, the budgeting of labor required in 
the performance of various tasks and subse- 
quent measurement thereof with actual time 
taken remains essential to the effective control 
of labor costs. 

The establishment of the standard time for 
an operation on an item in production calls for 
the consideration of many factors. 

In general, if proper time studies are made 
of the various elements of operations or proc- 
esses—such as, handling time, setup, running 
time based upon machine speeds and feeds, 
type of cutting tool, jig or fixture, etc.,—the 
standard operation time applicable to an in- 
dividual piece can be predetermined from its 
size, weight, working surface dimensions, etc. 
Results of time studies should be so compiled 
that reference to the tabulations makes possible 
the predetermination of overall operation time 
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from product specifications before the items are 
placed in production. 

Planned or standard direct (productive) 
labor, whether used as the basis for wage pay- 
ment or only as a measure against hourly (day 
work) labor, represents the proper labor cost 
assignable to the product. 

All excess labor cost over the standard 
should be properly analyzed so as to set forth 
the reasons therefor. Exhibit II clearly displays 
an analysis of labor cost reflecting the excess 
cost over the standard or planned cost by rea- 
sons for its occurrence. 

Budgeting of the quantity of work to be 
performed per hour establishes a method of 
controlling labor cost, a means of determining 
product labor cost and also establishes the basis 
for absorption of burden in product cost. The 
amount of manufacturing burden which is ap- 
plicable to product cost is generally in direct 
relation to the time consumed in manufacture 
—thus, to correctly, apply burden, the time re- 
quired to manufacture the product is an essen- 
tial “factor. 

The establishing of equitable standard time 
allowances covering direct (productive) labor 
has been emphasized for many years. The plan- 
ning and controlling of all types of indirect 
labor is just as practicable and offers broad op- 
portunities for improvement in operating re- 
sults. 


EXHIBIT Il: ANALYSIS OF PAYROLL FOR CONTROL 
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EXHIBIT IIl-A: BUDGETING OF DEPARTMENTAL EXPENSE IN RELATION 
TO VARYING VOLUMES OF PRODUCTION 


DEPARTMENTAL EXPENSE DOLLARS 


SUPERVISION ~ SALARIES _ 


LABOR _VARI 


NCES & ALLOWANCES 





STANDARD DIRECT LABOR ~ DOLLARS 


Exuisir III-A 


Example Of Budgeting Of Department 
Expenses For Each Volume Of Activity 


The various items of operating expense 
which are controlled by a department head 
should be carefully planned for each volume 
of activity. 


Exhibit III-A illustrates a practical method 
of indicating budgeted or planned expense in 
relation to production within a given depart- 
ment of a manufacturing business. The same 
procedure is applicable to administrative or 
marketing functions, using dollar volume, 
actual or weighted product unit volume, etc., 
as units of measurement of activity. 





Housing Problems Analyzed 


Current demand for housing is prob- 
ably the greatest in the history of the 
United States, ““The Index,’ of the New 
York Trust Company, points out in its 
Spring 1946 issue. In an analysis of pre- 
war and war home building, and postwar 
housing problems and programs, “The 
Index” points out that over the next few 
years “home building can add, directly or 
indirectly, billions of dollars to the na- 
tional income, for new homes will increase 
the —— for household appli- 
ances, furnishings and many other prod- 
ucts. It has been estimated that the in- 
dustry can furnish employment directly 
and indirectly to seven million workers. 

“These considerations depend very 
largely, however, upon Government pol- 
icy with respect to housing, and _partic- 


ularly with respect to price controls. The 
issue, as debated in Congress and else- 
where, involves not only the best way to 
get production started but also whether 
authoritarian controls will keep prices in 
line more effectively than the free play of 
economic forces. 

“It is probable that prices would rise if 
controls were removed, but the rise in 
prices would bring increased production 
that would balance supply and demand, 
which include ability and willingness to 
pay as well as a need for economic goods. 
When that balance is reached, it is equally 
probable that prices would fall. The hope 
and the future not only of housing but of 
the entire industrial mechanism depend 
upon the restoration of that balance be- 
tween supply and demand.” 





EXHIBIT IIl-B: COMPARISON OF 
ACTUAL DEPARTMENTAL OPERAT. 
ING COST WITH BUDGET 


MANUFACTURING BURDEN ANALYSIS 














EXuHIBIT III-B 
Manufacturing Burden Analysis 


This exhibit illustrates a practical method of 
comparing the actual operating results in a 
given department with the budgeted cost. 

The gain or loss from the budget measures 
the effectiveness of the control in each depart- 
ment. Some of the items are compared daily 
and weekly, so as to give opportunity for im- 
mediate correction of unfavorable variances. 
Only items of expense over which the indi- 
vidual foreman, department head, superinten- 
dent, has control are considered in such a 
budget comparison. 


ExuisBiT IV-A 


Development Of Burden Rates For Use In 
Product Cost Planning 

Exhibit IV-A sets forth an illustration of 
the development of a burden rate in a specific 
department or production center, showing the 
effect of production volume on this rate. 

The normal capacity point should represent 
a reasonable average operating condition which 
is contemplated. The burden rate should reflect 
this normal operation. It should be set up so 
as to be adjustable to conform to any set of 
operating conditions. 

While it is essential that controllable ex- 
penses be classified according to the various 
functions, the extent to which burden rates 
should be developed by operations is influenced 
by the diversity of operations involved in the 
manufacture of the various products. In theory, 
each machine tool should have a burden rate. 
In practical application, small variations in the 
cost of operations and the relative time of each 
required in the manufacture of the products, 
may preclude the necessity of developing 4 
large number of burden rates for product cost 
calculation. 

The portion of the burden rate which repre- 
sents variable cash expense and the portion rep- 
resenting fixed (cash and non-cash) expense 
should be indicated separately. This informa- 
tion may be used for estimating the cost of 
“marginal business” as explained in comments 
under Exhibit IV-B. 
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EXHIBIT I1V-A: NORMAL BURDEN RATE DEVELOPMENT SHOWING 
EFFECT OF VOLUME THEREON 


STANDARD DIRECT LABOR —THOUSAND DOLLARS 
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ExuibBiT IV-B 
Planned Product Cost Elements 


The elements to be considered in planning 
product costs are: 


Element “A” Factory Cost to Product (A1— 
Material, A2—Direct Labor and A3— 
Normal Factory Burden) ; 

Element “B”’ Research, Development and Ex- 
perimental Expense; 

Element 'C’”’ General Administrative and Gen- 
eral Selling Expense; 

Element “D” Direct Selling Expense; and the 
resultant— 

Element "E” Net Profit Margin. 


Elements “D’’ (Direct Selling, such as cash 
discount, commission, advertising appropria- 
tions which are controlled by dollar volume, 
etc.) and “E” (Net Profit) are in direct ratio 
to the established selling price. 

To determine a selling price which will per- 
mit the recovery of the Direct Selling Expense 
(D) and the desired Net Profit Margin (E), 
the total of the Cost of Producing (A), the 
Research, Development and Experimental Ex- 
pense (B), the General Administrative and 
General Selling Expense (C), equals the com- 
plement of the Margin Percentage necessary to 
cover the Direct Selling Expense (D) and Net 
Profit Margin (E) as expressed in the formula— 


A+B+C 
100 — (D+ ) * 100= Selling Price. 


However, product selling prices are largely 
controlled by competition and products must 
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be designed which can be produced and mar- 
keted at a profit when sold in a competitive 
market. The return to the company is repre- 
sented by the Selling Price less the Direct Sell- 
ing Expense (Selling Price—D). A comparison 
of the return with the total cost A + B+ C 
sets forth the Profit Expectancy. If the esti- 
mated or planned cost of a product shows in- 
sufficient net profit when compared with the 
selling price at which it can be marketed, less 
direct selling expense—changes in the overall 
operating planned expense appropriations or 
overall planned activity so as to reduce burden 
cost applicable thereto, or changes in product 
design must be effected so as to reduce its ma- 
terial cost or its time required in manufacture 
(which controls the labor and burden costs ap- 
plicable thereto). 

In Exhibit IV-B, the application of the cost 
elements is displayed in four examples: 


“Product I” 
illustrates the variation in cost due to the 
variation in the Direct Selling Cost of the 
different channels of distribution. 


“Product II’ and “Product III’ 

(having the same Total Factory Cost) il- 
lustrate the application of ‘‘B’’—Research, 
Development and Experimental Expense 
and ‘“C’—General Administrative and 
General Selling Expense in relation to cost 
of conversion (Direct Labor A2 and Fac- 
tory Burden A3). 

The use of “conversion cost’”’ (A2 + A3) 
as the base for absorbing these general ex- 
penses results in their application in re- 
lation to plant capacity required in manu- 
facture. 


331 


Using conversion cost as the base in devel- 
oping ratios for the application of fixed gen- 
eral commercial expense generally effects a 
more equitable application than using total 
manufactured cost, particularly if the individual 
products contain wide variations in the amount 
of material cost as related to total cost. 

Planned product costs which provide for 
general commercial expense in relation to the 
relative plant capacity consumed as measured 
by each product’s conversion cost may assure 
recovery of the general fixed expense regardless 
of variation in the value of materials which 
may be passed through the plant as the conver- 
sion cost is expended—which may result from 
variations in the mixture of products or in 
prices of materials ‘as compared with those 
planned. 

A much more accurate application of these 
fixed commercial expenses can be provided for 
if we give consideration to the turnover of the 
various assets in which the capital of the enter- 
prise is invested. 

In determining the portion of gross margin 
sufficient to absorb general fixed administrative 
and selling expense and provide a reasonable 
profit, consideration should be given to the 
turnover of working capital and the turnover 
of the investment in physical properties in re- 
lation to the value of the conversion cost pro- 
duced. Generally a greater margin percentage 
should exist on products which require a rela- 
tively larger amount of conversion cost in re- 
lation to the total cost than on those the cost 
of which is made up largely of material with 
little attendant plant capacity required. 

For example, let us assume that we have a 
$10,000,000 asset valuation, one-half of which 
is invested in working capital and one-half in 
fixed properties. Let us assume also that the 
budgeted fixed administrative and fixed selling 
expenses of the business, on an annual basis, 
equal $2,000,000 and that a reasonable return 
(before income taxes) on the net worth of the 
business would be $3,000,000. Thus we must 
create a margin above factory cost after provid- 
ing for the direct selling cost of $5,000,000 or 
50 per cent. of our asset investment. If we turn 
the working capital five times during the year, 
we must make 10 per cent. gross margin on 
each turn to produce a 50 per cent. in the 
aggregate. If the turnover of the $5,000,000 
investment in plant properties expressed in re- 
lation to the conversion cost produced by the 
plant discloses a turnover of two, then we must 
make a 25 per cent. margin on each turn to 
cover the fixed administrative and fixed selling 
expense and the profit. 

Thus in this example, the administrative ex- 
pense and profit would be provided for by add- 
ing 10 per cent.—to the material cost; and 35 
per cent. (25 plus 10 since conversion cost is 
also working capital) to the conversion cost. 
This procedure would vary the total gross per- 
centage margin provided for (to cover fixed ad- 
ministrative and fixed selling expense and pro- 
fit) in each of the products, depending upon 
the relative amount of material and conversion 
cost in the cost of each. This procedure can be 
refined to vary this needed margin to cover 
specific production center investment and spe- 
cific material turnover required in a specific 
product classification. 

Exhibit IV-B also illustrates the determina- 
tion of the direct cash outlay cost of various 
products in which all fixed expense provided 
for in the overhead application is eliminated. 
A competitive price condition may not permit 
the recovery of full normal cost and a knowl- 
edge of the actual cash outlay incidental to its 
production and marketing discloses the lowest 
selling price at which it can be marketed with 
a cash margin return in excess of the cash out- 
lay. This information is essential in the forma- 
tion of policies in relation to the retention of 
marginal items in the line of products for par- 
tial fixed overhead recovery. 
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EXHIBIT IV-B: ELEMENTS TO BE CONSIDERED IN PLANNING PRODUCT 
IN RELATION TO SELLING PRICE 





COST ELEMENTS OF PLANNED PRODUCT COST 





A. FACTORY COST 
TO PRODUCE 


D. DIRECT SELLING 
E. NET PROFIT MARGIN 
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EXHIBIT V There are two primary objectives of cost 

; ao : procedure; (1) to furnish the management 
lustration iP and Standard Cost with information with which to accurately plan 


This exhibit illustrates the underlying prin- 
ciples of modern cost accounting procedure 
which has proved effective and practical in 
many nationally-known manufacturing com- 
panies. 

The foregoing chart is general in character 
and modifications are necessary in the plan and 
terminology in making specific application. 
This illustration deals primarily with the metal 
and wood-working industry. The same princi- 
ples can be applied in all types of industry by 
replacing the foundry and lumber sections with 
suitable details to cover processing of other 
raw materials. 

This type in which 


of cost procedure, 


planned values are considered to be the product 
cost and all operating cost which vary there- 
from are classified as to reason for their oc- 
currence, is a natural development in account- 
ing procedure to meet the needs of manage- 
ment. 





—budget—the cost of items to be produced 
and marketed; and (2) to furnish the manage- 
ment with the means for controlling operating 
costs. 

In addition to the primary objectives, as a 
by-product, the operation of properly tied-in 
cost procedure makes possible the production 
of accurate monthly profit and loss statements 
which are of utmost importance to executives 
and directors in the formation of company poli- 
cies. 

The operating results of a business are in 
direct proportion to the care exercised in plan- 
ning and controlling operations and the major 
effort in modern cost procedure deals with the 
primary objectives, planning and control. 

The installation of effective means of con- 
trolling operating cost through the measure- 
ment of productive labor, the control of usage 
of materials, and the development of expense 
budgets for each volume of activity within each 
operating unit of the enterprise serve to keep 

















































actual operating cost in line with planned cost. 

Daily, weekly, and monthly comparisons of 
the actual operating cost under the control of 
each department head with the amounts ac. 
cepted as standard performance identifies ac. 
countability of the executives responsible there. 
for and measures their degree of effectiveness 
in the performance of their duties. 

Whether we are dealing with an overall 
forecast of the business for major policy con- 
siderations, with the planning of the cost of 
the individual items to be produced and mar- 
keted, or with the planning and controlling of 
the operations of a specific function of the busi- 
ness—we are in the realm of budgeting, and 
the primary purpose of accounting and cost 
procedure should be to furnish the information 
which makes the planning possible and ulti- 
mately reflects the degree of attainment of the 
planned objective. 

Every business can be budgeted to some ex- 
tent and to real advantage—the seasons, wea- 
ther, crops, or other conditions notwithstand- 
ing. No intelligent business man will admit 
that there is a basis wanting or experience lack- 
ing, or that the prospects are so much in doubt 
as to make it impossible to estimate in a future 
period the various effects on future operations 
that will result from various changes in opera- 
ting policies, in cost and selling price levels, 
and/or in volume of activity. 

It may be extremely difficult, if not impos- 
sible, to accurately forecast the specific set of 
operating conditions which the future will 
bring—this is not the purpose of Budgeting. 
Forecasts should be prepared which are based 
upon various contemplations and assumptions 
as to volume, price levels, and policies and 
which can be adjusted to meet any combination 
of operating policies and conditions which may 
arise. 

It must be recognized that many suggested 
policies and enforced government directives 
and regulations as to wages and prices have 
been based upon ‘‘Budgets’’ prepared from in- 
complete and meager information by govern- 
ment agencies whose primary interests certainly 
do not appear to be those of protecting profit 
for private enterprise, which is the life of all 
businesses. 

More emphasis placed upon budgeting by the 
individual enterprises so that sufficient factual 
data is available will serve to counteract many 
of the contentions which have been advanced 
without too much foundation. 

In these days of economic confusion—dis- 
torted markets resulting from unsettled labor 
conditions and price control—unless manage- 
ment decisions are based upon sound planning 
—BUDGETING—all profit may be squeezed 
out of an individual enterprise. 


Federal Budget Recommendations 
Total Twenty-Six Billion 


We cannot get rid of all war expenditures 
until at least July 1, 1947, and perhaps not 
for another year. Some of these aftermath of 
war expenditures can properly be added to the 
public debt, but every one should be concerned 
about the permanent projects which we are 
asked to indorse. If we adopted today evety- 
thing that the President has recommended, it 
is hard to see how we could get the budget 
below twenty-six billion dollars. I have always 
estimated the post war Army, Navy and Air 
Force at six billion. They seem to want about 
nine and a half billion. Veterans will cost at 
least three billion. At present indications the 
pudget would look like this,—Navy three an 
a half billion, Army and Air Force six billion 
Interest six billion, Agriculture two billion, 
Veterans three billion, Public Works one bil- 
lion, General Departments (with increased 
salaries) two billion, Social Health and Wel- 
fare one and a half billion, Amortization of 
Debt one billion,—total twenty-six billion. 


—Robert A. Taft, Senator from Ohio. 
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EXHIBIT V: ILLUSTRATION OF PRACTICAL STANDARD COST PROCEDURE 
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Scanning the Controllership Scene 








Wage-Hour Restitutions Total Over $15 Millons 


Seventy-four per cent. of all establishments inspected last 
year for compliance under the wage and hour and the public 
contracts act, the Bureau of National Affairs notes, were 
found in violation of one or more provisions. As a result of 
the inspections during the fiscal year 1945, the amount of 
restitution for all inspections totaled $15,824,000. This in- 
cluded 42,600 covered establishments which had a total of 
$3,865,000 covered employees. 6,200 establishments were 
found in violation of minimum wage provisions, 


Average Bank Account Shows Increase 


The average bank account for those of $5,000 or less, in banks 
covered by the Federal Deposit Insurance Corporation, is $552.00. 
That average has risen from $308.00 in 1941, according to FDIC 
Chairman M. T. Harl. As of October, 1945, 13,481 commercial and 
mutual savings banks had FDIC insurance covering deposits totaling 
$66,000,000. 


V-Loan Profit at $17 Millions 


Under-secretary Kenneth C. Royall reported recently that 
the War Department netted an estimated $17 millions for 
the Government in guaranteeing loans for conversion to 
war production. War production was “immeasurably 
speeded,” Mr. Royall said, by more than 6,000 loans to in- 
dustry which were guaranteed under the $9 billion V-loan 
program. 

Loans varied from $400 to $1 billion, and averaged 
$1,227,800. Mr. Royall said certain and probable losses 
would not reach $5 millions whereas net income would ex- 
ceed $24 millions. Deduction of expenses and charges, in ad- 
dition to the losses, leaves the $17 millions balance. 


Depreciation Viewed As Question of National Policy 


“A Dynamic Equipment Policy for America” is the title of a 
pamphlet recently released by the Machinery and Allied Products 
Institute. The material presented in the pamphlet, which constitutes 
the introductory chapter of a full length book to be published by the 
Institute under the same title at a later date, has been released in ad- 
vance of the book’s publication because it was felt that it would 
help meet “the imperative need for immediately stimulating general 
' interest in America’s equipment policy.” A signficant paragraph in 
the preface reads as follows: 

“The policies of industrial management in the depreciation and re- 
placement of productive plant and equipment are obviously of vital 
interest to machinery manufacturers. But they are also of wider 
significance. They affect the tempo of progress, the rate of improve- 
ment in living standards, the vigor and vitality of our economic 
system. Over the long run, they influence profoundly our competitive 
position in international trade, and even more importantly, our rela- 
tive status as a great power. They constitute, in short, a question of 
national policy.” 


Duplicate Orders Need Watching 


Duplication of orders is making buying demand seem 
much greater than it really is, declares Brigadier General 
Albert J. Browning, who recently resigned as domestic bust- 
ness chief of the United States Department of Commerce to 
become purchasing director of. Ford Motor Company. The 
current market ts greatly inflated in volume, he states, be- 
cause “consumers, dealers and wholesalers duplicate orders 
with several suppliers for their requirements, thus exagger- 
ating their intent to purchase. When delivery is received 
from one supplier, other orders will be cancelled. Accord- 
ing to field checks, he said, “there is great duplication of 


orders for such items as washing machines, electric refrig- 
erators and automobiles.” 

Those observations support the warning issued in August, 
1945, by the Committee on Postwar Controllership Prob- 
lems of the Controllers Institute. Similar practices in 1919, 
the committee’s report stated, resulted in disastrous losses 
to many wholesalers and retailers as well as to manufactur- 
ers. 


Summary of Federal Spending Proposed for Fiscal 1947 








(In millions) 
Amount Open to Net Re- 
Description Proposed Challenge quirement 
National Defense ....... $16,000 $7,100 $8900 
Interest on the Public 

RE snc in wR eee nod Bee welkean 5,000 
PROUMBES 45h 53502 acinuees DBDs ore ot .-3 1,585 
Veterans’ Pensions and 

WOES bo hed thcicet eae ee 4,208 
International Finance ... 1,754 1,500 254 
Aids to Agriculture ..... 501 198 303 
Social Security, Relief and 

Retirement 22 bs0555soe OSA cscts toss 1,054 
General Public Works Pro- 

WEE -os0'o-4's KEK oa 1,083 383 700 
General Government .... 1,565 445 1,120 
Anticipated Supplemental 

Appropriations ....... 875 200 675 
Expenditures Based on 

Proposed Legislation . 1,500 ES 

Teale i. cade $35,125 $11,326 $23,799 


722” Claims Total 10,000 


About 10,000 applications for refunds under relief provisions 
of the Excess Profits Tax Law remain to be disposed of. For 
that reason, controllers and financial officers welcomed the news 
early in May, that a new board to deal with claims filed under 
Section 722 has been established. It will comprise fifteen mem- 
bers, “primarily persons with broad experience in accounting, 
tax law or economics and will be appointed from existing 
bureau personnel as well as from other sources,” according to 
Joseph D. Nunan, Commissioner of Internal Revenue. The new 
board will take over functions previously exercised by the audit 
review division. of the income tax unit and, in addition, review 
field recommendations in unagreed cases. Here’s hoping!! 


Women Leaving Labor Market 


Within one year after V-E Day, three million women disappeared 
from the nation’s labor market. That number represented the total 
of women hired between March 1942 and March 1943. Latest figures 
of the United States Census Bureau show nearly 16 million women 
employed and approximately 500,000 looking for jobs. Seasonal de 
cline in agricultural employment accounted for about one million 
of the three million who left the labor force during the past yeaf. 

In broad terms, the Census Bureau statistics indicate that neatly 
seven million women went to work during the war. More than half 
of them still had their jobs a year after the close of the war. 


Hot Weather Note! 
Ceiling prices have been removed by OPA from artificid 


SNOW. 


—PauL HAASE 
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Take a cake of ice, or a pair of 
shoes, or a carload of cigarettes— 


Are they off your shoulders after 
they’re sold— 


Or weighing down your office in 
paper work? 


Mosr OFTEN, the burden of account- 
ing for all these items goes on long 
after the merchandise departs. There 
are sales analyses by types and quan- 
tity and value to draw up. Daily in- 
ventories to check, stock movements 
to record, statements to make. Fig- 
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ures are copied and copied again. 
Sorted and filed and searched for. 
Precious hours are frittered away. 
Costs soar way out of line. 


By means of Comptometer Peg- 
Board Methods, you can take that 
load off your shoulders—simply, 
sensibly. Original records produce final 
results. Comptometer Peg-Board 
Methods are being utilized now by 
forward-looking business—small as 
well as large—to effect almost un- 
believable savings. 


They’re used in handling pay- 
rolls, production control, distribu- 
tion of labor and expense, financial 





reports and scores of other account- 
ing problems. 

Learn how they can simplify your 
own procedure—write for a copy of 
*“‘Comptometer Peg-Board Meth- 
ods.” Or telephone your nearest 
Comptometer Co. representative. 
The Comptometer, made only by 
Felt & Tarrant Manufacturing Co., 
Chicago, is sold exclusively by the 
Comptometer Company, 1734 N. 
Paulina St., Chicago 22, Ill. 


COMPTOMETER 


REG. U.S. PAT. OFF. 
Adding - Calculating Machines and Methods 









































The Controller, June, 1946 











Top Management Views on the Place ; 


ne 





The five statements which follow were developed in con- 
nection with a forthcoming bulletin being published under the 
auspices of the National Committee on Education of the Con- 
trollers Institute of America. This bulletin, like the first two in 
this series, covers the general subject of “The Place of the 
Controller's Office in the Business Organization.” Dr. Edward 
B. Logan, educational research director, is now undertaking the 
development of a fourth bulletin which will cover “The Organ- 
ization of the Controller's Office.” Like the previous bulletins, 
it will be released to the members of the Controllers Institute. 
Copies of the bulletins issued to date are available at fifty cents 
each from national headquarters of The Institute. 

—The Editors 


“Controllership, To Us, Is 
Not a Passive Function” 


By HUGH M. COMER, President and Treasurer, 
Avondale Mills, Sylacauga, Alabama 


During the past quarter century, there has been an increas- 
ing recognition of the value of accounting in the efficient op- 
eration of business. Constantly changing concepts make it 
urgent that we take steps to assure ourselves that we have the 
best answer for the particular problem of the moment. New 
situations are constantly arising and new techniques must be 
devised to solve them. As business must maintain flexibility 
and farsightedness to meet these constant changes, so must 
its accounting be flexible and farsighted enough to evolve 
methods of meeting change and reflecting this change with 
understandable data. 

Each business must make sure of getting the best results 
out of its combination of men, materials and machines during 
each day of operation and, in turn, each business should plan 
in advance as to what should be accomplished in respect to 
future net profits. The rapid strides which have been made 
in management technique over the past decade have em- 
phasized the fact that a successful business of any size can 
no longer be classed as a “‘one man affair”; so is developed 
the clarification of the meaning of “top management.” Top 
management may be described as that group of individuals 
who have as their primary responsibilities: 

1. The farsighted planning and clarification of objectives. 

2. The creation of a sound plan of organization. 

3. The selection of qualified personnel for key positions. 

4. The design of an effective means of control. 


Our concept of “The Place of the Controller’s Office in the 
Business Organization,” and we follow this concept through 
in actual practice, is that the Controller’s Office belongs in 
top management. Our Controller is a Vice-President of the 
organization, reporting directly to the President and Treas- 
urer (one officer). He is on the same general management 
level as the Vice-President in charge of Sales and the Vice- 
President in charge of Manufacturing. Thus, we accomplish 
top management coverage in the three major functional divi- 
sions—Sales, Manufacturing and Accounting. 

As stated, he is a major functional executive and in order 
to clarify his scope of work, we are giving a general outline 
of the phases within this sphere of activities: 

Active supervision of all general office functions, including 
but not limited to, cost accounting, general accounting and 
related phases; direction, through the General Auditor, of all 
operations of the seven local branch offices and all auditing 


functions ; direction of the makeup of financial and operating 
statements, renegotiation and tax reports; attendance at all 
meetings of the Board of Directors for the interpretation of 
these reports for the balance of general management in the 


light of operating problems and on-the-spot-conditions; con. ° 


sultant on Federal and State laws affecting management con- 
trol; participation in renegotiation agreements, tax confer. 
ences and other financial problems of general management. 
In other words, Controllership to us, is not a passive func- 
tion of mere record keeping but is one of vital action requir. 
ing a man of analytical discernment. Of course, there are 
records to be kept because in any enterprise, these records and 
the report#that flow therefrom are the lubricant which per- 
mits the organization to run smoothly; however, the setup of 
record keeping is, in our organization, complete in itself 
with adequate ability and control maintenance to function 
with the minimum of direct top management time and effort. 
Thus the Controller is enabled to devote the major portion 
of his time to the primary responsibilities of top management 
to the end that they may be integrated into sound policies. 
In our opinion, our Controllership setup makes for the 
business a co-ordination and progressiveness of management 
which finds expression in a sound and stable economy. 


“The Controller Should: 
Be a Thinker” 


By V. A. DAVIS, General Manager, 
Graton & Knight Company, Worcester, Massachusetts 


This should not be considered an attempt on my part to 
delineate the duties of the Controller, nor a statement of 
what I think a Controller's responsibilities should be. It is 
rather a rough outline of what I expect of a Controller. 

He must be aware that I am not interested in figures for 
their own sake; they must reflect the facts, be easily under- 
stood, and be reasonably prompt. All irrelevant data should 
be eliminated, and the highlights, significant changes, trends, 
and such should be commented on. 

As he is responsible for all clerical and accounting proce- 
dures and routines, he should be a good methods man in that 
field. He should have an excellent theoretical and practical 
knowledge of costs, taxes, pricing, payroll, general account- 
ing, and finance; he should have a good knowledge of most 
phases of industrial engineering, sales estimating, insurance, 
our shop practices and methods, personnel, purchasing, and 
production; and a speaking acquaintance with our laboratory 
and its problems. 

He should have an excellent knowledge of, and close asso- 
ciation with, flexible budgetary control, and should con- 
stantly be striving particularly to improve that phase of his 
duties. 

At all times, he must be fair, alert, critical (in its best sense, 
and particularly of his own judgment), human, likeable, and 
patient. He must be aware that procedures and instructions, 
to be effective, must be completely understood by and sold to 
the people who are to carry them out. 

He should be a thinker, able to look ahead and anticipate 
what results will be if certain moves are made; a planner who 


. can arrange his own and other people's work to a nicety; 4 


co-ordinator, who is able to tie in all ends of a complex sit- 
uation; and a sympathetic listener who is always ready to as- 
sist one in need of help. 

He should be well and widely read, and should have the 
ability to discriminate between the useful and the merely 
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interesting in his reading; to be able to use and apply what 
he has read should be fundamental with him. 

He should never agree with me when he thinks I am 
wrong; it is his duty to thrash out with me all differences of 
opinion. He should always be crowding me with ideas, and 
pressing with worth while suggestions; a constant spur to 
improvement. His mind should be a foil and a challenge to 
mine—and above all, at all times, he must by his actions keep 
me aware that he is most likely as good (or better) a man for 
my job than I am. 


“Controller Helps Management 
See Business ‘Inside Out’ ” 


By LESTER HUTCHINGS, President, 
Western Auto Supply Company, Kansas City, Missouri 


In our Company, the Controller reports direct to the President 
and works with each staff function in the business. This seems to 
work out particularly well for us and I might recommend that 
this sort of personnel organization arrangement might be 
adopted in the majority of cases. The principal thought that I 
might give to you is that boys and girls coming out of college or 
other schools to take important positions in business organiza- 
tions be trained to “know how to work” and be trained to 
“know how to get along with people, particularly the other de- 
partments in the business with which they will have numerous 
and interesting contacts.” It is just as necessary that the Control- 
ler have training in actual experience in his position as it is for 
the Sales Manager to have training in his department, or the 
production man in his department. It is impossible for candi- 
dates for the position of Controller to prepare themselves fully 
for such an important position in schooling. Actually, their train- 
ing really begins after they are through school. 

The most important single point of importance is that the 
Controller be able to get along with people in other departments 
since he must work with all departments in the business, to be 
able to interpret the requirements of each department for serv- 
ices from the Accounting Department, and then provide that in- 
formation for them, is equally important to their basic training 
in school on how to handle the accounts. Regardless of the 
amount of basic knowledge a Controller might acquire in school, 


he still has to be able to render a definite service to all the other- 


departments in the business when he takes over the important 
position of Controller. In my opinion, there is no set rule on 
how accounts should be set up and handled so long as they 
render a definite service which the management can use. This 
service is one of the important things that enables management 
to continue in a competitively advantageous position. The Con- 
troller helps management to see the business from “the inside 
out” while the Sales Department and possibly others helps the 
management to be able to see the business from “the outside in.”’ 
When management gets these services correctly presented, and 
presented quickly, then they have gone a long way to be in posi- 
tion to be competitive and increase volume and profits. 

I definitely feel that training to know how to work and how 
to be of service is equally if not more important than basic train- 
ing. Naturally, basic training must come first. 

In my own experience, as a Certified Public Accountant for 
several years, as Controller for our business, and as Secretary, 
Treasurer, Vice-President and then President of our Company, I 
have had the opportunity to view the Controller’s work from 
many different angles. In my opinion, the Controller who is 
capable of rendering definite service quickly is the man who is 
most valuable to his organization. 


Controller: “Vigilant Watch Dog” 
of Performance Record 


By CHARLES F. ROBBINS, President, 
A. G. Spalding & Brothers Inc., Chicopee, Massachusetts 


The concept of A. G. Spalding & Brothers of the controller's 
functions and duties is as follows: 


The controller is an executive officer whose duty is to see that 
proper and accurate accounting controls are maintained and to 
interpret the results of operations for administrative executives 
and directors, and assist in the formulation of policies. The man 
chosen for that office, besides having executive ability, must have 
a thorough knowledge of accounting and general business ex- 
perience; he should be one who is capable of directing men and 
training them. 

The controller, while under the direction of the president, is 
responsible to the board of Directors. In addition to making his 
customary reports to the operating management, he should report 
periodically to the Board of Directors. The controller shall sub- 
scribe to and be responsible for the published financial state- 
ments of the company, and shall sign them. 

The accounting and statistical departments are under the con- 
troller’s direct control and supervision; he centralizes, coordi- 
nates and develops the work of these departments. He is the 
best qualified member of the organization to make interpreta- 
tions of the accounts. He acts in an advisory capacity and his 
recommendations, if adopted, are carried out by executives in 
charge of the departments concerned; he also cooperates with 
executives of the sales, purchasing, engineering and manufac- 
turing departments. 

The controller is responsible for the accuracy of the accounts, 
financial statements and other statistical information relating to 
operations, and he formulates such accounting methods as are 
best adapted to the particular operations of the company. It is 
his duty to see that adequate methods of internal audit and con- 
trol are devised, initiated and effectively maintained for safe- 
guarding the assets and interests of the company. 

The budgets of the company are prepared under his direction 
and this involves consultation with various department heads in 
respect to selling quotas, estimate of expenses and other budget- 
ary factors, so as to combine these properly in order to ascertain 
the expected results of operations for the ensuing financial pe- 
riod. He is responsible for the preparation of budgets which re- 
flect estimated capital expenditures and budgets for the outlay of 
various departments and branches. He compares current opera- 
tions with budgets and makes appropriate reports thereon to 
management. 

He is responsible for the preparation of financial and statis- 
tical statements such as: 


(1) Comparative balance sheets showing condition of com- 
pany for the current month. 

(2) Statements of profit and loss for the month and year to 
date compared with budget estimates supported by schedules 
containing necessary details. 

(3) Monthly statement of production with current costs and 
details of factory expenditures compared with standards or 
budget. 

(4) Daily report of cash position, obligations, etc. 

(5) Periodical estimates of future cash requirements. 

(6) Periodical report of cash receipts and expenditures com- 
pared with budget. 

(7) Appropriate statistical reports. 

(Please turn to page 342) 





















Within the past few years, much of 
importance in its effect upon the economy 
of the land and upon our particular seg- 
ment of that economy—corporations— 
has happened. 

We have seen war come and go. 

We have seen industry drop its normal 
tasks and carry out with extraordinary 
efficiency and dispatch the arming of the 
world. 

We have seen the pendulum of atti- 
tude toward industry swing from far to 
the left to just a little bit of right, be- 
cause the public learned that industry 
was good and operating in the interests 
of all of the people and not for selfish 
advancement. 

And because the public began to regard 
industry as something worth while and 
industrialists as good citizens, we now 
see things begin to happen again as those 
who would like to change our way of life 
turn on their idea machines and propa- 
ganda mills. The pendulum reacts and 
now it is swinging back to the left. 

From an era of attempts to take us over 
by the Machiavellian-minded drivers of 
the ‘New Deal” machine, we now face 
extinction, because bumblers in high of- 
fice too often can be taken-in by the 
._power-grasping connivers .and agitators 
who for some reason just do not want 
us to have any industry except that which 
is controlled and operated by govern- 
ment. 

As the controllers of many of America’s 
leading industrial enterprises, and as men 
who believe in sincerity in business as 
well as in other phases of our economic 
and everyday life, you have considerable 
at stake in the battle ahead. Your place 
in the picture will be even more impor- 
tant now than it has been in these years 
of cost-plus, renegotiation, wage and sal- 
ary stabilization, cost analysis, and the 
many other facets of industrial operation 
that fall within the province of an expert 
on financial analysis, statistics, accounting 
and budgets. 

It is my intention to bring out in this 
presentation certain trends that are clearly 
outlined on the horizon, and then suggest 
to you certain steps which are being taken 
by some companies and industrial groups 
to soften the blow of their effects. 

Here are some of the attacks that al- 
ready are being or soon will be made 
upon industry and our economic system: 


ANTI-INDUSTRY ATTACKS 
1. Efforts will be made to break up 


into smaller units those companies which 
in any way defied the demands of labor 


Meeting New Attacks on Industry 


By James W. Irwin 


unions, or challenged the authority of the 
administration or its ill-conceived fact- 
finding boards to direct what wages 
should be paid. 

2. The right of the individual or of 
any group or of any company to control 
any process or design which has been de- 
veloped through research or initiative 
will be challenged on the ground that in- 
ventions, processes and other items of like 
nature belong to all the people and not 
to one or a few. 

3. The right of the individual—and 
particularly the right of a corporation 
head—to express his opinion in opposi- 
tion to some hare-brained proposal of the 
politicians or the labor unions will be dis- 
couraged by subtly contrived efforts to 
discredit him. 

4. The public official—municipal, 
county, state, or congressional—who dares 
to uphold the law in the matter of prop- 
erty protection against union goon squads 
and massed pickets will find himself the 
target of the elaborately organized smear 
brigades of the Political Action Commit- 
tee. 

5. The office holder or rugged individ- 
ualist who jeopardizes his own political 
or business future by fighting the mud- 
slingers and reputation destroyers in be- 
half of good American principles, prob- 
ably will find himself deserted by those 
fot whom he is fighting and who have the 
most to protect. 

6. An uprising of veterans and em- 
ployees which may develop into one of 
the greatest trends toward socialism we 
have yet faced will come within less than 
a year unless the housing situation is re- 
medied, with private interests taking the 
lead. 

7. Vicious inflationary demands by 
unions for more and more money and 
prerogative at each contract expiration pe- 
riod will be the standard and must be 
met by getting the basic economics over 
to not’ only employees but possibly to 
local union officials themselves. 

8. Congressional investigations of busi- 
ness activities will be promoted not to 


safeguard the public in any way whatso. 
ever, but solely to provide sounding 
boards for agitators and politicians with 
axes to grind and home fences to build, 

Back in the Twenties, we developed 
quite a flock of industrial ostriches who 
felt that so long as they operated honestly 
and sincerely they could stick their corpo. 
rate heads in the sand, and so long as 
their neck was not out, be safe in any 
sort of tussle which might develop. 

But while their neck was in, something 
else was out and they learned, the painful 
way, that he who is a leader in anything 
is the one who gets shot at. In the Thir- 
ties, industry progressed, but the security 
regulations imposed by the war made 
most of us careless again and now we 
have to sell free enterprise with more 
vigor than ever before. 

And in organizing to do the job, you 
who occupy strategic spots if the inner 
circle of corporate management can be of 
extraordinary assistance. 

The grasp for power over production, 
power over prices, power over dividends, 
and power over other phases of manage- 
ment is one of the immediate develop- 
ments that has manifested itself. 

Most certainly, the relations between 
management and labor will dominate the 
corporate scene, as well as the public and 
employee relations phases of industry, for 
many years to come. 

The public and employees will be re- 
ceptive to frank approaches attempting to 
clarify these relationships. They will have 
little patience with subterfuge, camou- 
flaging, double talk, selfish interest. They 
will cast votes at the polls of public opin- 
ion for the individual or company or 
union or philosophy they believe to be 
the most sincere and honest and bene- 
ficial to the overall good. 

Unless management is successful in in- 
terpreting itself, its policies and the rea- 
sons behind its ways of doing business 
and the significance of its products and 
services to the public welfare, the emo- 
tion-arousing technpiques of the power- 





will prove enlightening. 





TAKE THE OFFENSIVE! 


That is the strategic advice which Mr. Irwin offers to business and industrial 
executives in connection with the anti-industry attacks that are now so prevalent. 
The author, whose observations on these pages formed the basis for addresses 
before the Chicago Control, in March, and the St. Louis Control, in May, then pre- 
sents tactical observations to support the strategic objective. His timely paper 


—THE EDITOR 
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hungry, selfishly inspired minority will 
rate upon the gullibility of the rank and 
file and the battle will be lost—and the 
rank and file, as always, will lose the 


most. 
And let none say there will be no bat- 


! 
wt may be that we shall have no riots, 
but I am not so sure. 
It may be that there will be no open 
fighting. And of that I am not so sure. 
There are many areas of activity which 
must be covered, and covered well and 


quickly. 
EMPLOYEE INTEREST 


The most important area of all is em- 
ployees, for they have the most to win 
or lose depending upon how well we, as 
their trustees, carry out the fight. For 
without the support of employee think- 
ing and respect by a majority of our 
employees for managerial ability, none 
of the other areas is worth doing much 
about. ; 

The second most important is com- 
munities—the plant cities in which our 
companies have their plants and labora- 
tories. In our industrial communities, we 
may be made or broken. If our neigh- 
bors regard our companies and other com- 
panies as good neighbors—neighbors who 
have treated their employees well, turned 
out honest products, been good citizens 
in taking part in and giving support to 
community projects—we can win many 
battles. If our neighbors in the com- 
munities where we have our manufac- 
turing properties don’t believe in our 
right to existence, we stand to win none. 

The third area is of major importance. 
Stockholders are an integral part of the 
corporate family, along with employees. 
If stockholders believe in our efforts to 
protect our companies against invasion by 
outsiders and to serve as trustees for their 
investments—just as we serve as trustees 
for the welfare and livelihood of our em- 
ployees—they will back us up even to the 
extent of a suspension of dividends. 

Fourth is the public—the public as a 
whole. Those who buy our products or 
services. Those who approve or disap- 
ptove of our policies or activities of prod- 
ucts. Those who hold in their hands the 
power to run us out of business or build 
us up. Just as they hold it within their 
power to return to public office men and 
women dedicated to fostering class ha- 
tred, dedicated to playing favorites with 
those who can deliver the most votes, 
dedicated to pussy-footing an issues af- 
fecting the national welfare. Or to throw 
them out and place in office via the ballot 
box, candidates pledged to work for the 
the interest of all the people—not the 
interests of capital, nor of agriculture, nor 
of labor, but in the interests of all three 
so that capital, labor, agriculture will pro- 
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gress side by side with results beneficial 
to the group as a whole as well as to 
each group individually. 

Fifth, and in this observer's opinion, 
the least important, is government. Gov- 
ernment will jump as the people will it. 
Politicians are allergic to public attitudes. 
But to have government and the bureau- 
crats and politicians who operate it for 
us as the people’s hired hands function 
soundly, there must be augmented effort 
to see that government—local, county, 
state and federal—is exposed to business 
and industrial policy and aims and edu- 
cated to a recognition of the sound eco- 
nomics on which all enterprise operates. 

Business and industry have learned 
much from government and labor unions 
in the last few years. A few enlightened 
and fearless statesmen of industry have 
carried on the battle alone and have 
worked hard to establish in the minds 
of opinion molders the right perspective, 
but the enlightened and the fearless have 
been too few indeed. 


BUSINESS AROUSED 


But we must admit to ourselves that 
the American business executive, as slow 
as he is to act and change his ways of 
operation, is hard-hitting when he be- 
comes sufficiently aroused. 

Within the last few months, he has 


finally got up on his hind legs and now. 


there is a general movement throughout 
the land whereby there will be developed 
an executive articulateness springing from 
the grass roots and growing like the pro- 
verbial snowball to proportions which 
may help to offset the endeavors of those 
who are anti-enterprise and pro-collectiv- 
ism. 

In that, business and industry are only 
following the pattern set by government 
and labor. Several important agencies 
have set the pace. The Department of 
State now has an assistant secretary for 
public relations, with some 2,600 opera- 
tives being recruited to function under his 
direction here and overseas. To show how 
cleverly these power-seeking _ political 
schemers plan, they are asking leading 
newspapers to loan them men to take 
two-year tours of duty in the state de- 
partment on overseas assignments, after 
which they will be returned to their re- 
spective newspapers. Now, that is a good 
junket for anyone whether he be newspa- 
perman or businessman. It would be 
strange if he did not have some sense of 
gratitude when he returned and do his 
best, even under the eagle-eyed scrutiny of 
his editors, to carry out the ideas of the 
administration with which he had been 
indoctrinated via the glamour and fizz- 
water route of our embassies and con- 
sulates in colorful foreign cities. 

Even now, Global Milk Route Henry A. 
Wallace’s Department of Commerce has 
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under way a beautifully conceived con- 
tinuing campaign of propaganda designed 
to plant in the minds of the populace 
the idea that the American Patent System 
should be junked. A so-called Patent 
Survey Committee has been appointed to 
study the system and make recommenda- 
tions, but an avalanche of press agent 
handouts from the committee within the 
last few months indicates that the com- 
mittee already has made up its mind what 
the findings will be, and those findings 
carry no good for American business, the 
American industrial employee, or the 
American individual or company scientist 
and inventor. 

I cite these two examples—one an ef- 
fort to sell internationalism, one an ef- 
fort to weaken industry—only as indi- 
cations of the subtlety the enemies of the 
free American way of doing things are 
using successfully in breaking down 
straight thinking and ways of doing busi- 
ness. 

Space is far too short to bring out the 
long list of other activities which, if not 
offset by business and industry, certainly 
will upset the applecart and upset it 
quickly. 

Operating on an independent basis to 
all intent and purposes, but certainly 
linked behind the scenes with master 
strategists somewhere, are the propaganda 
mills of the labor unions. It is amazing, 
even to a student of public attitudes, to 
watch the way in which these union art- 
ists bore in and influence the thinking of 
sound, non-political, non-business urban 
areas. They are able to do it because they 
work day and night at it while we of 
business rest on our oars every time we 
feel a bit tired or discouraged or become 
smugly complacent. 

Management-labor relations, any way 
we look at it, will be our No. 1 problem 
and it is about time someone recognized 
the strategic importance of certain types 
of strikes and how they affect the over- 
all economy. 

I have the strong feeling that out of 
the mess in which we find ourselves, 
there will evolve a new form of strategic 
planning within the management circles 
of industry. The chief executive officer 
of a corporation who operates successfully 
and is prepared to meet almost any type 
of problem as it comes up usually has sur- 
rounded himself with a group of compe- 
tent operating, financial and sales execu- 
tives, each of whom has line authority 
within his own specific bailiwick. How- 
ever, each has his hands full doing the 
things he is paid to do. 

To implement the thinking of the chief 
executive officer and his immediate func- 
tional operating assistants, there will 
emerge a sort of advisory staff, sitting at 
the president’s elbow, with staff and not 
line authority, made up of the controller, 
as the expert on costs and statistics, the 
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house attorney, who is the expert on 
what can be done and what cannot be 
done legally amid the chaos of regula- 
tions and law interpretations that change 
daily almost at the whim of some of those 
in high office, and the public and em- 
ployee relations counselor, functioning as 
consultant on all the human relations 
phases of the business. 

The lawyer has had professional stand- 
ing for many years, the controller has 
come up rapidly within the last decade 
and a half because of the necessity for 
greater knowledge of the condition of a 
business, and the public and employee re- 
lations consultant is fast opproaching the 
status of both, but relatively, insofar as 
he is recognized as a necessity, he is about 
where you men of this organization stood 
in your management groups ten years ago. 


PUBLIC-EMPLOYEE RELATIONS 


Public and employee relations activities 
cross all organization lines, just as do the 
responsibilities of a controller, because 
like you who have to safeguard the com- 
pany’s assets through control, we of pub- 
lic and employee relations blanket every 
phase of a company’s personnel or ac- 
tivity insofar as the realms of public and 
personnel relations are concerned. This 
very fact means that we, like you up until 
a few years ago, are regarded with some 
suspicion and considerable skepticism, but 
once our management associates have 
tasted of the benefits of soundly conceived 
and executed public and employee rela- 
tions programs, they regard us just as they 
now do you. 

Your activity and ours are similar in 
another respect. Top management just 
can’t turn us on or off at will. 

I found an interesting parallel the other 
day in our work for one of our mid- 
western clients. This manufacturer re- 
cently announced the first new develop- 
ment in plows in virtually centuries. The 
new plow breaks up the hard, impene- 
trable plowpan, permitting the roots of 
plants to thrive on hitherto unreachable 
water, chemicals and food. It does some- 
thing else, too. As it cultivates it mixes 
into the long over-used soil just a little 
of the new soil, giving life to the old. A 
farmer applying the new implement not 
only contributes his bit to national soil 
conservation, but he also cuts down on 
his personal physical labor and grows 
greater crop yields per acre, thus adding 
to his income, whatever the current mar- 
ket prices may be. Once he starts using 
this new plow, he cannot expect immedi- 
ate results, for it takes three years at least 
to reach the goal of improvement. 

That plow, called the Oliver T.N.T., 
carries a lesson for those members of 
management who are beginning to think 
of using public and employee relations 
techniques in meeting in part the prob- 
lems ahead. 
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In public and employee relations, too, 
we must cultivate scientifically. We must 
use the most modern of plowshares. We 
must break through the plowpan of pub- 
lic and employee thought so our work- 
ers and customers can reach down into 
fresher strata of thinking. We must mix 
in a little new information and technique 
with the old. We must not be too im- 
patient for results. 

It takes time to develop a product or 
to improve it, and it takes time to change 
thinking. But if enough of us work at it 
sincerely and consistently, making sure 
our companies are in the right, and using 
all the energy and resourcefulness indus- 
try has at its command, we'll be able to 
lean back eventually in the satisfaction 
that we and our industrial colleagues went 
into the battle well armed and came out 
carrying our shields and not on them. 

Just as accounting and control and 
financial interpretation and forecasting is 
more of a science now than it was fifteen 
years ago, the work my associates and I 
engage in is becoming less rule-of-thumb 
and more scientific. 

The opinions of the public, of em- 
ployees and of stockholders now are being 
sought more and more as aids in the for- 
mulation of management policies. The 
profession of opinion getting is moving 
up hand in hand with those of public 
and employee relations. 

There also are indications that the long 
neglected woman’s viewpoint will come 
in for attention. Because of the superior 
intuitiveness they possess over their male 
associates, women are progressing rapidly 
in higher management circles and _par- 
ticularly in the fields of public and em- 
ployee relations, opinion studies, and ad- 
vertising, and their value in the develop- 
ment and execution of programs for in- 
dustry will increase, because women, as 
buyers and as stockholders, and as em- 
ployees, but more importantly as voters, 
have come to occupy a niche in the over- 
all scheme of things which no longer can 
be underestimated or neglected. 

Few can deny that when you direct a 
public or employee relations activity or 
advertising in the direction of a man, you 
may educate an individual, but when you 
cultivate the sound thinking of a woman 
you educate an entire family. 

Advertising is becoming a significant 
and indispensable tool of public relations 
rather than a tool of sales promotion, for 
the copy and illustrations which cover 
philosophy plus product are those which 
do the best selling job for the product 
itself, but also sell the institution behind 
the product. 

Straight from the shoulder advertising 
copy discussing matters of disagreement 
between companies and unions will in- 
crease in the period ahead. But the prep- 
aration and placement will be influenced 
by that strategical team of controller, law- 















































yer and public and employee relations 
man, instead of those in the advertising 
department or advertising agency. 

Nor will press and radio be neglected, 
They still are the most potent of the 
channels through which the public may 
be reached quickly and consistently. But 
executives have much to learn in their 
relations with = and radio. Politicians 
and union leaders have worked at it for 
years and done a mighty brilliant job of 
putting management in the runner-up 
position. 

The day of “no comment’ by corpora. 
tion heads and operating executives is out 
of date, and the “quick answer” must be. 
come the habit rather than the exception 
if we are to combat the mudballs that will 
be thrown at us via the newspaper pages 
and the broadcast channels. And that 
“quick answer” means that the strategy 
team of controller, lawyer and pub- 
lic and employee relations counselor must 
be on their toes because when they suggest 
the way for their boss to strike back, the 
advice and facts they give him must be 
correct so that he doesn’t get his execu- 
tive neck out where it can be slit by the 
opposition. And if they guide him in 
such a way that he can sock the chin of 
the anti-business individual, and make 
the blow register with the referees of 
public opinion, our critics soon will 
abandon their below-the-belt attacks and 
begin hugging the ropes. When they do 
that we shall know that we have them 
ready to toss in the towel. 


PuBLIC RELATIONS VS. PUBLICITY 


You men who “‘okeh’”’ budgets and ex- 
pense accounts probably think of public 
relations as publicity. Publicity is only 
one tool of public relations. Publicity 
men do their utmost to grab newspaper, 
magazine and radio mention irrespective 
of the soundness of a company’s policies 
or the truth or sincerity of the state- 
ments. They entertain lavishly ig attempts 
to buy their way into print, when such 
effort has no effect and is pretty much a 
waste of money. They keep a flow of 
mimeographed pap going through the 
mails to clutter up the desks of editors, 
who sometimes are taken in, but not 
often. 

Public relations men accomplish far 
more in the way of sound recognition by 
using techniques other than publicity, and 
using publicity only when it is fully justt- 
fied and a contribution to the overall 
program. And public relations advisors 
are the first to hold out against press- 
agentry when it does not fit into the long- 
range picture. I stress this comparison 
because too many press agents are mask- 
ing under the name public relations. _ 

If your own business experiences with- 
in the last few months cause you to back 
me up in the belief that the future is full 
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of attacks and that many of those attacks 

will be as I have outlined above, you 

probably will be interested in how some 

companies are preparing for the critical 
riod ahead. : 

Management is approaching the prob- 
lem in a two-fold manner. 

First, it is developing carefully coor- 
dinated plans to project its philosophies 
and products and services in the direction 
of employees, operating communities, 
stockholders, customers and the general 
public. 

Second, it is making careful prepara- 
tion to meet instantly and soundly any 
anti-trust actions, war contract investiga- 
tions, unfair labor demands, consumer 
group attacks, which may come in its di- 
rection. 

At the possible expense of my own or- 
ganization and those of my colleagues, 
may I confess to you that it is really not 
so difficult as it might seem to organize 
properly for this weapon of both offense 
and defense. 


Wuat Is NEEDED 


Down-to-earth interpretations of activ- 
ities and the reasons behind them, sim- 
pler and more informative financial re- 
ports, keener dramatization of the results 
of science and research and their impact 
upon the individual, ethical and letter 
perfect claims in advertising and sales 
promotion, educational assistance to those 
who make and administer the laws, a 
friendly open door to public and officials 
so they can see what makes industry tick 
and why it does things as it does, stead- 
fast adherence to maintenance of corpo- 
rate policies which are in the interest of 
the public, and many other similar activi- 
ties which soon will become routine and 
cause top executives to wonder why they 
have not done them before, will be the 
rule rather than the exception. 

Most of this activity will be developed 
and executed by outside specialists in pub- 
lic and employee relations working in 
close collaboration with chief executive 
officers of the individual companies. Few 
companies of under a half-billion dollars 
in assets can afford the investment neces- 
sary to obtain competent internally func- 
tioning personnel and therefore must 
share the abilities of external counselors 
with other companies which are non-com- 
petitive. The outside consultant has an 
added advantage to the company he 
serves. He is not economically depend- 
ent upon any individual client as is an 
internal public and employee relations 
executive and he therefore can be hon- 
est in his recommendations and not pro- 
pose activities designed to appeal to the 
vanity and ego of his boss, but which may 
work out to the overall disadvantage of 
the company itself. 

We have come out of one war success- 
fully only to find ourselves in another one 
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—and I don’t mean the one some of our 
officials seem determined to develop. The 
total war we face between philosophies 
is an issue that has almost been joined, 
and every one of us as an individual will 
have a significant part in it. 

Let those of us in industry service who 
care, “turn to” with the vigor we applied 
to our war tasks. Let us apply the same 
energy and thinking to protect what we 
know and can prove to be the best for 
the most people. 

Let us forget social events, vacations, 
the Derby, baseball and other such diver- 
sions for the duration. Let our teams of 
control, legal and human relations tech- 
nicians roll up our sleeves and be ready 
for our part in the fight. 
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This will be a battle in which big 
business and small business must work 
together, in which large companies and 
small companies each must do their in- 
dividual parts. 

And whether they do much or little 
makes no difference. 

Just so they do something and do it 
soon. 

For the little contribution of each com- 
pany and each executive, within their own 
operating communities and nationally, 
will build up into a great and powerful 
whole, and we shall be able to say five or 
ten years from now that what we helped 
to do in 1946 and 1947 and in the fol- 
lowing years was important in enabling 
industry to meet the attacks upon it. 


Wage-Price Regulation Seen 
As Hazard to Employers 


Employers incur considerable risk if 
they grant wage or salary increases after 
March 15 without prior approval by the 
National Wage Stabilization Board or 
other stabilization agencies the “New 
York Journal of Commerce’ points out in 
a recent editorial. While unapproved in- 
creases are lawful, it states, outside the 
building and a few other specified fields, 
they may not be utilized as a basis for 
seeking price ceiling increases for the du- 
ration of the Price Control Act under 
regulations issued early in March by Di- 
rector Chester Bowles. 

The new regulations provide that the 
grant of a wage increase ‘without the 
prior approval of the appropriate wage or 
salary stabilization agency shall be deemed 
to be a waiver, during the continuation of 
the stabilization laws, of any right which 
the employer might otherwise have to use 
such increase in whole or in part as a basis 
for seeking or obtaining an increase in 
prices or rent ceilings.” 

Through a number of unauthorized 
wage or salary increases, therefore, warns 
the editorial, a considerable part of the 
pay roll of an employer would be barred 
from consideration by OPA in connection 
with applications for price ceiling in- 
creases. In the event of a future need for 
price relief because of subsequent cost in- 
creases, such concerns would find them- 
selves at a serious disadvantage. Any relief 
that would be forthcoming would at best 
be inadequate, since these wage and salary 
increases would not be taken into account. 

There is one way, however, the editorial 
observes, by-which an employer can pro- 
tect himself in part against incurring 
added wage costs that could not be used 
by him in future price ceiling increase ap- 
plications. Section 201 of the new regula- 
tions authorizes the employer to file a 
notice with the appropriate wage or salary 
stabilization agency, within 30 days after 






an unauthorized wage or salary increase is 
first reflected in current pay rolls, stating 
that he “‘has no present intention of using 
the increase as a basis for seeking an in- 
crease in price ceilings.” If such notice has 
been filed, the employer may seek retroac- 
tive approval for the wage or salary in- 
crease subsequently, if he wants to use it 
in a price ceiling increase application. 
There is no assurance, of course, that such 
later approval will be forthcoming. 

“In self-protection, employers must 
avoid unapproved wage or salary increases 
where possible, under these circumstances. 
Where they are granted, the requisite 
notice should be filed with the National 
Wage Stabilization Board or other proper 
agency so that retroactive approval could 
be sought later if a squeeze of profit mar- 
gins should make price ceiling relief nec- 
essary,’ the editorial concludes. 


Two SEC Rulings on Volume 
of Business Reports 


Adoption of a new rule requiring most is- 
suers of securities registered on a national ex- 
change to make a quarterly disclosure of the 
volume of business being done was announced 
in March by the Securities and Exchange Com- 
mission. 

Simultaneously the SEC rescinded Rule X-13 
A-6 A and paragraph (f) of Rule X-13 A-6, 
which were adopted on last July 23 to provide 
for the reporting of changes in the dollar 
volume of war business handled by American 
listed companies. 

The new rule, designated X-13 A-6 B and 
the revised item 11 of Form 8-K, provides that 
most of the issuers now required to file annual 
reports must file quarterly reports on Form 8-K 
setting forth the dollar amount of sales or other 
gross revenues during the fiscal quarter for 
which filed. These reports must be submitted 
to the SEC not later than forty-five days after 
the close of each fiscal quarter. 

Due to the nature of their business and ex- 
isting Federal and State requirements, insur- 
ance companies, investment companies, com- 
mon carriers and public utility companies are 
exempted. 
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Furthermore, we feel that one of the controller's most im- 
portant duties is to act as a vigilant ‘watch dog.” His attitude is 
one of questioning every operation. In accordance with this, it is 
his duty to call to the attention of the president and any other in- 
terested officer any deviation in the performance records from 
budgets or estimates. 


Controller’s Range of Duties 
Depends on Qualifications 


By OSCAR D. NELSON, President and General Manager, 
Butler Manufacturing Company, Kansas City, Missouri 


The range of duties which can be assigned to a controller I 
am sure is comparatively as wide as that which might be as- 
signed to a vice-president, secretary, or treasurer of a company. 
So much depends upon an organization’s setup of executive re- 
sponsibilities and since this, in turn, usually depends upon the 
capability and hardiness of the individual executives, so it is 
that the share of responsibilities carried by a controller depend 
upon his ability and capacity for executive work. 

To me, the controller's basic and prime function is to handle 
his company’s accounting, receiving, and disbursing procedures. 
He should be close enough to top management, or a part of it, 
in order to be fully informed and clearly posted at all times on 
the company’s policies and objectives. In this close relationship 
with management it should be his responsibility to supply all op- 
erating figures in their most usable and helpful form. It should 
be his responsibility to see that management and the company’s 
records are figuratively attuned to each oher. Knowing manage- 
ment’s problems and objectives, he should see that its policies 
and intent are carefully and fully carried out within the scope of 
his duties to effectively record and account for all transactions. 
He should be equally responsible for the transmittal to the 
proper executives or departments of the business of pertinent 
information developed in his department. 

I think that a good controller’s responsibility goes even fur- 
ther in that his department should not only furnish information 
but that it should be aggressively interested in making sure that 
the information is understood and that best use is made of it. Of 
course, I would think that ordinarily the controller's work 
would include accounting, budgeting, handling of receipts and 
disbursements, and the supervision or control of cost, payroll, 
and sales analysis work. 

Whether or not the Controller's responsibilities would include 
office management, buying, insurance, and other similar duties, 
depends entirely upon the practical distribution of responsibili- 
ties among the company’s executives. If the controller is a more 
capable person, able to carry many major responsibilities, much 
of this kind of work could easily gravitate into being his respon- 
sibility. On the other hand, if he is not capable or as strong in 
executive capacity as other executives, more of these responsi- 
bilities could better go to the more able men. 

In other words, as I said in the beginning, I believe that the 
functions and responsibilities of the controller as to range of 
duties depend upon his ability and capacity for executive re- 
sponsibility, and that duties are not usually assigned according 
to title. My points are that a controller should make it his busi- 
ness to know what information is wanted and necessary, to trans- 
mit it promptly in its most usable form to the proper execu- 
tives, to diligently see that the information is used, and, finally, 
to take and carry as much responsibility as opportunity and his 
capacity will permit. 

























Corporate Dividends Show Slight Increase 


During the three-month period ending February 28, corporate 
dividends publicly reported were one per cent. above the same period 
a yeat earlier, according to the United States Department of Com. 
merce. Total dividends were one and a quarter billions, February 
accounted‘ for approximately $150,000,000, the lowest monthly rec. 
ord of the three-month period. Dividends comparison for the two 
periods, by types of corporations, included: financial and trade, 12 
per cent. increase; manufacturing, 2 per cent. decrease, and miscel. 
laneous (chiefly transportation outside the railroad field), nine per 
cent. 


Federal Reserve Member Banks Showing Profits 


Virtually every bank in the country is making some profit 
bank earnings are relatively high, and there are good prospects 
for continued prosperity, reports a recent issue of the Federal 
Research Board bulletin. Highlights of the report indicated that 
the wartime growth in bank earnings resulted almost completely 
from income and profit of government securities, that vast in- 
creases in bank holdings of government securities lifted earnings 
from this source despite the decline in interest rates; that the 
ratio of net profits to invested capital of all federal reserve mem. 
ber banks was 11 per cent. and that about one third of net profits 
was paid out of dividends to stockholders in 1945, while the 
rest was “retained as capital, thus providing additional protec 
tion to bank depositors. 


Dissolved Corporation Can Claim Refund 


Directors of a corporation that was dissolved more than 
three years previously may still ask the U. S. Tax Court for 
excess-profits tax relief, reports “Tax Topics.” Petition 
for relief under Section 722 of the Internal Revenue Code 
is not barred by state law which limits the life of a dissolved 
corporation to three years after its dissolution. 


Investment Bankers’ Working Capital Increasing 


A survey by the magazine “Finance” shows that the nation’s in- 
vestment banking firms have increased their working capital by $50 
million over last year’s total of $400 million. The survey covered 
382 corporations, partnerships and sole proprietorships engaged in 
the underwriting and distribution of investment securities. The maga- 
zine pointed out that investment bankers now have a_ borrowing 
power of about $4 billion, adding that almost every banking house 
polled reported a substantial increase, both in its security portfolios 
and in those of individual partnerships. 


OPA (French Model) of 1793 


"A few weeks ago, I received a very interesting letter from | 
a gentleman in California, comparing the current activities of 
OPA with the French ‘Law of the Maximum’ of 1793. Inter 
estingly enough, they had base periods then, and maximum aver- 
age prices. They also made the mistake of freezing prices al 
unrealistic levels, of not allowing for transportation and di. © 
tribution costs. Production declined, supplies dried up, quality 7 
deteriorated, and black markets reached enormous proportions. 
Food was scarce. Butter, eggs and meat were peddled in alleys 
at night. People stood in line for hours to obtain bread. Before 
long the economic situation became intolerable and mobs 
marched on Paris shouting, ‘Down with the Law of Famine. “ 

That instance was presented recently by Mr. Robert A. Seidel, 
vice-president and comptroller of the W. T. Grant Company. 
A member of the Controllers Institute of America, Mr. Seidel 
was a speaker at the recent Eastern Spring Conference of The 


Institute in New York. 
—PauL HAASE 













The Controller, June, 1946 



























orporate 
le period 
Abia 
ebruary 
thly rec. 
rade, 12 


nine per 


e profit, 
ros pects 
Federal 
ted that 
m pletely 
vast in- 
earnings 
that the 
ye mem- 
t profits 
hile the 
| protec. 


re than 
yurt for 
Petition 
1e Code 
issolved 





tion’s in- 
1 by $50 


ora Underwood first scooped the field 


he maga- ; ion- 
wad fifty years ago... by revolution 


. izing typewriter construction with 


the first front-stroke visible writing 


machine. 





_ ) This epoch-making achievement 

V: 

3. Inter- was so far ahead of any typewriter 

eh on the market, that other manufac- 

and ba » turers simply had to scrap their 

quality I ’ ; 

Rei designs .. . and follow Underwood’s 

in alleys lead. * 

. Before 

. = Since then... its milestones studded 

; ’ 7 

Seid, § with many brilliant mechanical 

Mest firsts . . . Underwood has consist- Underwood Typewriter Leader of the World 
of The ently remained “Typewriter Leader UNDERWOOD CORPORATION, One Park Avenue, New York 16, New York 








of the World.” ee ie 


LAASE 








The Controller, June, 1946 








| Letters from 


Controllers 








Controllership Dates Back 
to Herodotus 


Mr. PAUL HAASE 
Managing Editor 


The February issue had a lot of information 
on who and what a controller is. It recalled 
to my mind some passages in Herodotus on 
this subject, one of which is in Book III, 
Ch., 61. 

“One of them had been left in Persia by Cam- 
byses as comptroller of his household.” 


This seemed to me to be a person who looks 
after the king’s property, income, expendi- 
tures, and the like. 

I am not sure that this passage should be 
passed on to the subscribers through the pages 
of the magazine as they might be tempted to 
look up the book and read the rest. This par- 
ticular comptroller stole the whole kingdom of 
Persia while his boss was fighting a war in 
Egypt! 

HAROLD E. JACKSON 
2005 Cedar Street 
Alhambra, California 


The two letters that follow were received 
by national headquarters of the Controllers 
Institute of America, following publication, in. 
the April issue of THE CONTROLLER, of the 
article “Controllers’ Views on Accounting for 
Fully Amortized Emergency Facilities.” They 
refer to a recent article in “The Journal of 
Accountancy” by Carman G. Blough, research 
director of the American. Institute of Account- 
ants, on this subject. The article in the April 
issue Of THE CONTROLLER presented a digest 
of Mr. Blough’s article together with the opin- 
ions on this subject of twelve controllers who 
expressed their views at the invitation of The 
Controllers Institute's Committee on Considera- 
tion, of Problems of Mutual Interest with the 
American Institute of Accountants. 

—The Editors 


ARTHUR R. Tucker, Editor, 
“The Controller’ 


Dear Sir: 

‘I enjoyed the opportunity of reading Mr. 
Carman G. Blough’s article on amortization in 
the December issue of “The Journal of Ac- 
countancy” .. . 

I find myself out of step with two funda- 
mentals on which the viewpoint expressed in 
the article is grounded. One is the nature and 
occasion for the readjustment and the other is 
the quantitative feature. On both scores I am 
bothered by the emphasis on values, when it 
seems to me that we were firmly rooted to 
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costs. Let me indicate what I mean by specific 
phases of the article in the order in which 
they are presented. 

In the second paragraph of the article, the 
significance of thesproblem is geared to the re- 
lationship between the current value of the 
facilities and their carrying value. I do not 
believe that current value has any more sig- 
nificance to amortizable facilities than to de- 
preciable facilities. I had always thought that 
it was not only understood that there is a dif- 
ference between current values of fixed assets 
and their carrying value, but also that we ac- 
countants insisted upon it, and emphasized 
that we were dealing with costs rather than 
current values. 

In the discussion of importance of financial 
representations, the article indicates the im- 
portance of having facilities stated at a fair 
amount so that they may be given their proper 
significance in any appraisal of the company’s 
financial condition. Here again, that seems to 
me to be a departure from our fundamental 
thinking about the meaning of fixed assets on 
a balance sheet. I always thought that except 
through valuation write-ups or write-downs 
specifically described as such, fixed assets al- 
ways were supposed to represent the net 
amount of original cost remaining invested 
after providing for depreciation under a plan 
regarded as reasonable. I find it difficult, there- 
fore, to go along with the concept of having 
fixed assets reflected at a fair amount so that 
those assets may be properly appraised. It may 
be that by this article it is desired to change 
pre-existing premises about the statement of 
fixed assets, but if that be the case it is hardly 
desirable to introduce the change by such a 
tangent as amortization of special facilities. 

Under the caption of ‘‘Permissive Amortiza- 
tion for Tax Purposes,” the reasoning advanced 
seems to me to lead to the very opposite of 
the conclusion that is there drawn. If the 
write-off of 20 per cent. a year was regarded 
as reasonable in the light of the circumstances 
existing at the time, and then new circum- 
stances developed calling for establishing a 
different useful life, the adjustment should 
be made on a prospective basis, to conform 
with present principles. We do not backtrack 
in the case of other fixed assets and I see no 
reason for doing so now. I do not say that 
we must refrain from restating the amount on 
the balance sheet for the facilities, but, I do 
say that if such a restatement is made, it 
should be regarded as a restatement; or more 
particularly, as an item of appreciation or de- 
preciation in the same way as would be in- 
volved for a restatement of depreciable assets. 

That brings us to the quantitative aspect 
discussed under the caption of “Responsibility 
fpr Valuation of Emergency Facilities.’ The 
article there says that it would not be proper 
to include the facilities at an amount greater 
than cost less normal depreciation. It would 
seem to me that if what is involved is merely 
a correction of previous charge-offs, the re- 
statement should be fixed definitely at cost 
less normal depreciation, and that any greater 
amount ought to be regarded as appreciation 
and any lower amount as a write-down. Values 
as such have no bearing on the picture, in my 
opinion. Where they do control, we have the 
indicia of a revaluation or an appraisal rather 
than a correction of costs. 

This is further emphasized by what is 
brought out under the discussion of factors in 
valuation of emergency facilities. The article 
there calls for consideration of the fact that 
the items may have cost more in the war pe- 
riod than what would have been the case in the 
peace period. Those are things one considers 


_ appreciation surplus. Otherwise, I feel that we 








in a revaluation of assets. They have itt 
to do with a correction and restatement of 
past depreciation. 

The adjusting entries suggested in the arti. 
cle involve a tax equalization reserve, a re. 
duction of war property losses, and a credit 
to earned surplus. Obviously, from what | 
said, my adjusting entry would be a credit to 
























































become victims of a practice that is in bad 
repute of entering an item through the income 
statement in one year and then counteracting 
it by surplus adjustments in another year, At 
all events, I have difficulty in seeing tax 
equalization reserves or adjustments to current 
war losses. If the fundamental Principle pre. 
sented by the article is sound, then the credit 
should go in full to earned surplus without 
blush, or without equivocation through the 
suggested reserves. 

I recognize, of course, that your article 
was set up as a target for exploratory Purposes, 
I hope that you can in some way feel regaled 
by these stray shots of mine. 

Sincerely, 


J. S. SEIDMAN, Captain, USNR 


ARTHUR R. TUCKER, Editor, 
“The Controller’ 


Dear Sir: 


I submit the following comments on Mr, } 
Blough’s article, in “The Journal of Account- 
ancy,” entitled “Accounting for Fully Amor- 
tized Emergency Facilities Having Substantial 
Continuing Usefulness”: 

This problem has two essential aspects, 
namely, (1) the effect upon the balance sheet 
and (2) the effect upon the income statement. 
The former involves the value of the facilities, 
while the latter involves the use or rental of 
the facilities. 

Obviously, most companies, having once 
written off their emergency facilities, will be 
disinclined to reinstate them through a teduc- 
tion in the reserve for amortization. At first 
blush, this disinclination may seem to stem 
from a lack of theoretical accounting concept, 
but, as you review the matter more profoundly, 
you come up against imponderables, such as: 


1. Tendency on the part of management to 
be extremely pessimistic about its ability to 
utilize special war production facilities prof- 
itably in future years. 

2. Above-normal operating and maintenance 
cost of emergency facilities as opposed to 
the saving in. depreciation, particularly in 

(Please turn to page 346) 
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LETTERS 





(Continued from page 344) 








plants more or less “tailor made” for per- 
fornzing specific war production tasks. 
Difficulty in valuing emergency facilities on 
a basis which will be equitable in future 
years. 
. Invitation to the Government to enact stat- 
utes treating revaluations as taxable income. 
. Tendency on the part of management to 
consider a revaluation in the nature of a 
“dead horse’ which it must pull in future 
years. 


» 


ww & 


However sincere or insincere the motives 
of management may be in attempting to re- 
solve the above-mentioned imponderables, the 
end-result is that it is almost impossible to 
arrive at a satisfactory revaluation of emer- 
gency plant facilities, particularly in these un- 
certain times. 

Perhaps the most practical thing to do from 
a balance sheet standpoint would be to sepa- 
rate the emergency facilities from the other 
properties and state the balances broad with a 
footnote or a parenthetical expression stating 
that approximately X per cent. of emergency 
facilities were used during the period under 
report. This may be illustrated as follows: 

SPECIAL WAR PRODUCTION FACILI- 
TIES (approximately X per cent. used for 
production work during the period under re- 


port): 








Land XXX 
Buildings XXX 
Equipment XXX 

Total XXX 
Less reserve for amortiza- 

tion XXX 

Unamortized balance XXX 

The above information would be particularly 


valuable to shareholders and banks because 
it would show them to what extent the com- 
pany is retaining idle plant. It would also 
give the company’s accountability for prop- 
erty. 

So much for the balance sheet. Let us now 
consider the income statement which, while 
it is subject to some of the above-mentioned 
imponderables, cannot be disposed of as easily 
as was the balance sheet. 

TI agree with you that the income statement 
will not truly reflect the operating results for 
the period if the company fails to give some 
recognition to the use of fully amortized emer- 
gency plant facilities. Is this susceptible to pre- 
cise measurement? I think not. The best you 
can hope for is a reasonable approximation. 
This could be made each month and would 
vary according to the use made of the facili- 
ties. 

My suggestion for determining this approxi- 
mation is that the company estimate on an 
over-all basis the percentage of the emergency 
facilities used during the month for produc- 
tive purposes. This percentage should be ap- 
plied against the estimated normal deprecia- 
tion of the emergency plant facilities to deter- 
mine what amount of depreciation should be 
charged to expense to cover the use of the 
emergency facilities. To determine the normal 
depreciation of the emergency facilities, a com- 
posite rate should be applied against an over- 
all cost which has been adjusted to eliminate 
abnormal construction costs and special war- 
time features, such as blackout and internal 
security measures. 

If the cost of operating and maintaining 
the emergency facilities is considered to 
excessive, an allowance to cover this feature 
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STATEMENT OF INCOME AND SURPLUS 


SALES 


Cost OF SALES: 
Cost, exclusive of depreciation 


Depreciation, including $XXX of depreciation which would 
have normally been charged to expense had the special 
war production facilities used during the period under 
report not been completely amortized in prior periods. 


Total 
PROFIT FROM OPERATIONS 
INCOME CREDITS 


TOTAL 


INCOME DEDUCTIONS: 
Interest 


Federal income tax, legg an estimated tax benefit of $X XX to 
which the company would have been entitled had the 
special war production facilities used during the period 
under report been depreciated normally instead of being 
completely amortized in prior periods. 


Total 


Net INCOME 


EARNED SURPLUS, BEGINNING OF PERIOD 


SuRPLUS CREDIT—amount charged to income and credited to 
surplus to cover the depreciation, less the income tax benefit 
applicable thereto, which would have normally been charged 
to operations had the special war production facilities used 
during the period under report not been completely amor- 


tized in prior periods. 


EARNED SURPLUS, END OF PERIOD 


could be made by a deduction from the ap- 
proximation arrived at as outlined above. 

The principal virtue of the above suggestion 
is its simplicity. Moreover, it places the mat- 
ter on a month-to-month basis and does not re- 
quire anyone to attempt to foretell what will 
happen in the future. 

The application of the foregoing sugges- 
tion can perhaps best be illustrated by the 
captions in the accompanying skeleton income 
statement. 

I am frank to admit that reflecting the 
depreciation of fully amortized war produc- 
tion facilities in the income statement makes 
the statement rather lengthy. As an alternate 
proposal, the charge in lieu of depreciation, 
together with the applicable tax adjustment, 
could be combined with the regular charges in 
the income statement and the amounts reported 
either in the Surplus Credit or in a footnote. 


Yours truly, 
W. M. SHANAHAN, San Diego, Calif. 


Factors in Purchasing Efficiency 


Efficiency in municipal purchasing is 
mainly a matter of effective price competi- 
tion. Such effectiveness depends upon several 
factors, the more important of which are: 
(1) the control of local preference in buying 
within reasonable limits; (2) the use of 
standard specifications; (3) the consolidation 
of like or identical commodities; (4) the se- 
curing of a large number of competitive bids; 
and (5) the consistent awarding of purchase 
orders to the lowest and best bidder. 

A consideration of the special problems, 
techniques, and procedures necessary to as- 
sure effective competitive bidding indicates 
the impracticability of establishing purchas- 
ing on an efficient basis under a decentralized 
or departmentalized ‘“‘system.” If not handi- 
capped by local preference factors, capable 
departmental heads may buy their own re- 
quirements on an economical basis when due 
allowance is made for the limited amounts 
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involved. But individually they cannot utilize 
the buying power of the city as a whole. Nor 
can they be expected to give the attention to 
purchasing problems which a purchasing 
agent can devote to them. Usually decentral- 
ized buying is attended with a lack of inter- 
est in purchasing efficiency and consequently 
with waste. —Tax Foundation 


Work Programs for Cities 


Thoroughly planned work programs are es- 
sential to sound budgeting. In fact, as now 
conceived, the budget is primarily an instr- 
ment for carrying out such programs. These 
not only permit a maximum degree of ac 
curacy in arriving at the budget estimates, but 
can uncover many causes of waste which other- 
wise would probably remain obscure or hidden. 
They are also required for an effective plan 
of budget execution. 

Without work programs, departmental heads 
tend to base their expenditure estimates 4l- 
most entirely upon past estimates and expe 
rience. This, in turn, makes the budget a rou- 
tine compilation of historical data instead of 
a special plan of operation designed individ- 
ually for each year. Mounting governmental 
costs are frequently traceable to the practice of 
basing estimated expenditures primarily upon 
past experience. Too often these estimates are 
exceeded, with the result that a city tends to 
spend a little more each year without making 
a thorough analysis of its expenditures 00 
the basis of service performance. —— 

Work programs thus have a special sig: 
nificance for civic groups interested in tax 
reductions. They make it possible for these 
groups to analyze thoroughly the anticipated 
cost of every department of government i 
terms of actual performance. Budget estimates 
of a municipality may not be greatly over 
expended po budget trends may fail to reflect 
abnormalities. But there is still great oppor 
tunity for waste unless expenditure estimates 
are tied securely to the specific accomplish- 
ments anticipated. —Tax Foundation. 





X%UM 













































































The Controller, June, 1946 347 
XXXXX 
‘ 
| 
XXXXX na 
| XXXX 
Xx 4 s aye 
XXXX 
s 
DU 
XXXX 
XXXX 
XXXXX 
a 
XXXX 
XXXXX 
ot utilize | 
10le. Nor 
ention to 
urchasing 
lecentral- 
of inter- 
sequently 
oundation 
$ 
IS are eS- 
, aS now 
in instru- 
is. These 
. <2 1, 2, 3, 4—lit up. 6, 7, 8,9, 10—lit co-operation with your staff. When a_ cost.” A cement executive adds: 
nates, but | Koc Bi P arabe : ‘cn 7 : Rae 
ich other- up. 5 — dark. change will benefit, Moore recom- Equally important is the enthusiastic 
t hidden. . . mends change. Moore spots corners _ response of our personnel.” 
tive plan ~~ eRe niey eae ribs Lag to cut in Satin pate re quan- i ked b 3 fi f 
force on the Fifth makes thetrain. The ~... I P b> ; sacked by sixty-five years of ex- 
ital heads others, hurried and harried, spend ee ae, eee eee ee a om- perience, Moore is prepared to serve 
mates al in: heuee an 6:teeielll designed form can replace three or _husinesses of every size and kind — 
a ‘ four old forms — reducing laborious —_fromacorner store in Portland, Maine, 
sabe ox . Overtime can be necessary — espe- recopying and the margin of human toa corporation in Portland, Oregon. 
| individ- “sot sip —— But — error. For information, call on the nearest 
ser ait i Pine Pe ” ~ _* Hen . An Albany manufacturer writes: Moore division, as listed below, or its 
iy pore rhe _ aoe pes agua ere, “Installation of your four-part Fanfold _local_ office. Moore stands ready to 
mates are OAEE SPRCENEE Can AON. billing form and three-part Speediset supply you with everything from a 
tends to Moore Business Forms, Inc., studies _ has increased clerical output per hour _ simple sales book to the most intricate 
Haag your business forms one by one—in with no appreciable increase in form _ multiple-copy forms. 
+e a AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
Haag hoes PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
anticipated GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 
nment in COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
estimates MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. MOORE BUSINESS FORME INC. 
tly over: SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 9 
> = MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 
estimates In Canada— Moore Business Forms, Ltd., succeeding Burt Business Forres, Ltd., Toronto; 
complish- Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
epee National Sales Check Book Co., Ltd., Montreal pon re yet 








X%UM 


The Controller, June, 1946 





An Abraham Lincoln check, 
payable to “Colored Man, 
with one Leg.” 


Safety paper alone can’t do it. 

Guarded manufacture—as in 
the production of currency— 
alone can't do it. 

Invisible inks that give 
sharply visible warning of 
attempted chemical alteration 
alone can't do it. 

Alone, the finest of check- 
writers can’t do it. 

Nor can the finest of check 
signers. 

Nor scientific methods of 
handling, counting, control- 
ling, cashing and reconciling 


checks. 


f =~ ROCHESTER 


py SALES OFFICES IN 
| DISTRIBUTORS THROUGHOUT THE WORLD 


e NEW YORK 
PRINCIPAL CITIES 










But take these safeguards 
together—(only in the Todd 
program of check protection 
will you find them all) and 
they form a barricade that stops 


check crime— pro or amateur, 


internal or external. Stops it - 


cold. 

A review of your own dis- 
bursement procedure by one of 
our specialists may reveal ways 
of eliminating risks, cutting 
costs and simplifying routine. 
It will be made on request; no 


obligation. 


THE TODD CO., INC., Rochester 3, N. Y. 


Please give us facts about how to eliminate 
check-disbursement risks, cut costs, and sim- 
plify routines. We understand this entails no 
obligation on our part. 





Company. 


Address. 








City County State 
By. 
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Paul Proposes Corporate Tax Reforms 
To Encourage Consumption 
and Investment 


Corporate income tax reforms that would 
strike a balance between encouragement of 
consumption and of investment without de. 
priving the Government of needed revenue 
were proposed by Randolph Paul, executive as. 
sistant to President Truman, at a dinner of 
the Tax Executives Institute in New York 
recently. 

Mr. Paul, former general counsel of the 
Treasury, suggested that the corporation tax 
be eliminated altogether or replaced by a nom. 
inal franchise tax for small corporations with 
a limited number of stockholders. This would 
be accomplished by granting to these corpo- 
rations and their stockholders the option of 
reporting as partnerships. 

“The partnership method of reporting cor- 
porate income would give complete telief 
from ‘double taxation’ and wipe out the dis- 
crimination in favor of interest income,” he 
said. “Where it was not applied—to large cor- 
porations with separate economic entities—] 
believe relief should be given by making a 
substantial differentiation in favor of corpo- 
rate profits which are distributed as dividends. 

“A differential in favor of distributed cor- 
porate earnings would partially offset the ex- 
isting premium on the use of borrowed, rather 
than equity, capital.” 

To distinguish between corporations that 
are economically ggparate from their stock. 
holders and the many small, closely held cor- 
porations that are nothing more than partner- 
ships, which would be exempt from corporate 
taxation under his formula, Mr. Paul sug- 
gested several possible tests, as follows: 

“Do the stockholders have a real voice in 
the formulation of important corporate poli- 
cies, such as wage, price and dividend policies? 
Does the fact of incorporation bestow sub- 
stantial economic advantages, such as acces- 
sibility to national, and perhaps world, capital 
markets? Are corporate characteristics—such 
as limited liability of stockholders, easy trans- 
fer of ownership and perpetual life—essential 
to the very manner of doing business? 

“These attributes suggest the economic sep- 
arateness of the corporation and justification 
for a corporation tax. If they are missing to 
a marked degree, the imposition of a cor- 
poration tax is much more questionable.” 

The differential in favor of distributed cor- 
porate profits could be given by making an 
adjustment for the corporation tax on dis- 
tributed profits at the individual rather than 
the corporate level, Mr. Paul said. 

This could be done, he pointed out, by im- 
posing a tax on all corporate profits and treat- 
ing it as a withholding tax when dividends 
are distributed, or by crediting the corpora 
tion tax on distributed earnings against the 
personal income tax of the dividend recipient. 
Both pose many difficulties, but could be 
made fair to low-bracket stockholders, he 
added. 

If it were absolutely necessary to stimulate 
business expansion and increased production 
by a tax incentive in order to achieve a high 
level of income and employment, some deduc 
tion for investment in new capital additions— 
but not for acquisition of an old plant—coul 
be allowed for purposes of the tax on undis- 
tributed earnings, he said. The Swedish plan 
of reducing taxes for enterprises that under- 
take construction during periods of business 
recession might also be considered, he declared. 


The More We Owe 


We are ruined if we do not overrule the 
principles that “the more we owe, the more 
prosperous we shall be”; “that a public debt 
furnishes the means of enterprise’; - - - 
—Thomas Jefferson. 
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the Continental Can Company saves time 
and simplifies accounting with CZaZonads 


This well-known concern uses National 
Payroll machines to make and distrib- 
ute its weekly payroll. These machines 
greatly simplify the making of all pay- 
roll records including social security and 
state unemployment reports. They are 
also used to make the labor distribution. 


The use of these machines has effected a 
great saving over the former method of 
preparing payrolls and making distri- 
bution. 

The National Payroll Machine makes 
the following records simultaneously. 
First, the individual payroll checks and 
pay statement, each showing the gross 
pay, the deductions for the current pay 
period, the net pay and cumulative 
figures for earnings and withholding tax. 


Second, an individual earnings record for 
each employee with cumulative figures 
available for tax reports. And third, a 
payroll sheet and check register. 


All entries are clear and legible. All 
printings are originals and identical, thus 
obviating discrepancies due to human 
error. 


National Accounting Systems serve the 
accounting needs of businesses of every 
size and type. National Accounting- 
Bookkeeping Machines do not require 
specially trained operators, and they 
meet the needs of individual plant prac- 
tices, methods, and deductions. The 
National Cash Register Company, 
Dayton 9, Ohio. 


Making business easier for the American businessman 


View of a National Accounting Machine in 
the payroll department of the Continental 
Can Company. 








THE ROAD AHEAD 
(Continued from page 324) 








London today makes it evident that this 
is the underlying aim of all interna- 
tional policy towards the United States, 
and our government has so far shown 
no power or disposition to oppose it. 
Instead, we have been trying to buy in- 
ternational peace under a kind of global 
biackmail in which our government has 
been an accomplice by bargaining away 
our birthright of freedom bit by bit 
here at home. 

I think we must realize by now that 
totalitarian—and that today means only 
Communist—imperialism has conquered 
Europe and Asia even more completely 
than the Nazi and Jap armies did. It is 





JOHN R. 
BLADES 


Insurance 
Adviser 


Insurance affairs of busi- 
ness concerns or trusts 
surveyed. 


Self-insurance plans ex- 
amined or designed. 


Advice on special insur- 
ance problems. 


Annual consulting service. 


Fee Basis 
No Insurance Sold 


50 CHURCH STREET 
NEW YORK 7, N. Y. 


Established 20 Years 
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not merely that the Soviet legions have 
overrun the Balkans and the Baltic 
countries and turned out the lights of 
an entire continent from Calais to Korea, 
and from the Arctic to the Adriatic, but 
that in the most of the rest of Europe, 
in Italy, and France, and England, no 
Red armies have been needed to destroy 
economic freedom and civil liberty. It 
has been done for them long before by 
the politicians, labor unions and busi- 
ness men of these countries. Though 
we did not know it, and could not be 
told it in the early days of the Great 
Crusade, our armies abroad were fight- 
ing for ideas—for a philosophy of life 
and a conception of government— 
which, in fact, were dead nearly every- 
where in the Old World long before 
the war began. ‘ 

What is more important is that all of 
the ideas for the postwar world which 
are accepted today in Europe, especially 
in England and Russia, assume it as an 
imperative condition for their success 
that this country be brought within the 
same system permanently, and every de- 
vice for shaping American thought and 
feeling to this end is being used today, 
as they have been during the past dec- 
ade. The European and Asiatic states- 
men who are planning and building 
their postwar world on the foundation 
ideas of National Socialism with a fa- 
cade of new names, having destroyed 
the Nazi military power with our aid, 
know better or sooner than the Nazis 
did that the world cannot live for long 
half under socialist serfdom and half 
under economic freedom. This recogni- 
tion is no less urgent in the long run 
for Uncle Joe’s totalitarian autarchy 
than it is for a nation under parliamen- 
tary government like England, who 
must live by trade or starve, and who 
knows that her socialist economy can- 
not compete in any free markets of the 
world with the productive power of a 
free America. 

So the character of American political 
institutions and her economic system 
after this war have become as much a 
crucial concern of the rest of the world 
as those of Germany were at its begin- 
ning, or as those of Russia were after 
the last war, but this time in reverse 
fashion, because in a postwar world of 
socialist states the A of economic 
freedom must remain a subversive rev- 
olutionary force internationally as well 
as internally, just as Bolshevism was 
after the last war. This fact will fur- 
nish the key to most problems of inter- 
national relations as well as those of do- 
mestic policy for another decade or two. 
Whether America can be kept within 
this global structure of compulsory col- 
lectivism which has been erected around 
her political institutions and economic 
organization during this decade, or 
whether she is to resume life within the 

























traditional framework of economic 
freedom and competitive effort where 
she left off—this is the central issue for 
the postwar world. It underlies not only 
the larger issues of international peace 
and reconstruction, but also the prac. 
tical domestic problems of reconversion 
and prosperity for us. 

The essential but unseen truth in the 
situation I have been describing to you 
is that in the rest of the world socialist 
or communist totalitarianism, with al] 
their myths and pretensions of magical 
power to produce plenty and peace, are 
economically and morally insolvent to- 
day. The dilemma that confronts them 
is that they must either cripple or prey 
upon the productive power of America, 
they must either become our depend- 
ents or our destroyers, which in either 
case must mean the end of political 
power for those who rose to it in those 
countries by promising their people the 
amy of collectivism when it should 

ecome planetary in scope. Isolation has 
become as impossible in our time for 
totalitarian socialism or compulsory col- 
lectivism as it is for free competitive 
capitalism. The brutal fact is that the 
war left us facing an encircling world 
of beggars or robbers, whom it has 
bankrupted of spiritual and material re- 
sources for peaceful, self-supporting life 
henceforth. The global organization in 
which they pretend to have banded to- 


gether to safeguard peace and freedom | 


was busted before it began, and today 
it has plainly become an elaborate ap- 


paratus for the purposes either of inter- | 


national parasitism or collectivist con- 
spiracy, or both. To imagine this coun- 
try surrendering any sort of sovereignty 
to any kind of world government based 
upon this or any other organization of 
nations like it, under current condi- 


tions, in view of their character and pur- | 


poses, and in face of the actual eco- 
nomic and military resources which we 


command, is an idea which can be the | 
product only of pi pe or treachery. [ 


It could be proposed only by men who 
are either very blind or very dumb, or 
who are brazen ambassadors of ban- 
ditry. 


UNO INSOLVENT 


You know, and I know, and all the 
world knows today, that UNO i 
morally and economically insolvent. It 
has not only evaded the vital issues of 
disarmament, which was ruled out a 
the start, except for the conquered 
countries; it has evaded even the issue 
of exercising any effective form of 
police power to preserve the peace, and 
it has actually become an instrument for 
promoting internal revolt and external 
conflict among its members. It is naive 
to suppose, as some assume, that it is of 
will remain a mere debating society. 
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Not only are all its members, except 
America, today taking full advantage 
of its camouflage of parliamentary 
mechanism and strategy to arm them- 
selves to the teeth in feverish haste 
against the ultimate test of force in 
which alone they rest their faith. It is 
being built—and indeed now seems to 
have been originally designed—as a 
massive device directed to the end of 
immobilizing, sterilizing, sapping and 
dissipating the power of a free America 
in the determination of world affairs, 
and all our policies and disposition 
toward foreign appeasement and philan- 
thropy, as well as our internal difh- 
culties of reconversion, are being pro- 
moted and exploited to that end. So 
deeply has this conspiracy penetrated 
our political life that, in these years 








MR. EXECUTIVE: 


Your ceaseless striving for 
progress through new ideas, . 


new tools, new methods, new 
and better ways to accomplish 
things, is the heritage of all 
American businessmen. New upon 
the scene and worthy of your 
interest is PLAINSITE VISIBLE 
SYSTEMS, an improved system of 
Management Control designed by 
Methods Engineers in collabor- 
ation with Business Executives 
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when important congressional and pres- 
idential elections loom large on the 
calendar of our days, there are men 
whom we otherwise assume as sincere 
and intelligent Americans are willingly 
or unwittingly, out of blindness or am- 
bition, lending themselves to its pur- 
pose. 

For our part, the grim dilemma that 
faces us is equally plain and much more 
painful. For the moment, as we have 
emerged from the war, we have in our 
hands, almost alone, the decisive instru- 
ments of overwhelming military and in- 
dustrial strength, which we don’t know 
how to use. If we were to put forth 
upon the world the full force of our 
economic and political power, for the 
only purposes for which we can con- 
ceive using it, the whole structure of 
compulsory collectivism in the rest of 
the world would collapse like a house 
of cards and the mirage of unlimited 
government would vanish into thin air. 
If we do not make the fullest use of our 
resources for the purposes of peace and 
plenty, the internal dissension, confu- 
sion and conflict upon which the collec- 
tivist virus feeds, and which are being 
fostered among us with feverish speed, 
will spread and increasingly cripple and 
paralyze our power and finally destroy 
us. In the kind of world in which we 
live today, it is profoundly true that the 
kind of power America commands is a 
power that must be used to the pur- 
poses of peace and freedom from which 
it sprang or it must perish. It is a 
dynamic force which must unfold itself 
to the end of its destiny or die. 

Now there is pathos as well as pride 
in the patent fact that the American 
people have neither the temperament, 
impulse nor the talent for any form of 
imperialism. It is something irrelevant 
and meaningless in the American cli- 
mate. Whenever in their history they 
have been drawn or driven—sometimes 
by the devices or accidents of domestic 
conditions—into an imperial struggle 
in the rest of the world, they have done 
the job of ending it for the day and then 
have always abandoned it and gone 
back to their own. There has never 
been anything the rest of the world 
could give them as good as what they 
have gotten for themselves here at home; 
there is nothing they have wanted from 
it except to be let alone. And this is 
still true; but this war was the last in 
which they will ever be able to feel that 
way. The decision they face today is, I 
submit, fundamentally different from 
any they have had to make in the past, 
for this time the world cannot and will 
not let them alone. They have con- 
quered it in fact; they will now be 
forced to subdue it in spirit and practice 
to their purpose of peace and freedom 


drives us to a type of imperialism which 
must end as all others have ended 
though its purpose be different, let them 
make the most of it, for this time we 
have no other choice, and will not have 
that one much longer unless we make 
it now. We must ask the world that 
surrounds us not merely to accept our 
power, but to accept our purpose of 
peace and freedom for our own sake as 
well as its own, and use our power to 
that end. 


Our CHOICE 


Let us, under whatever name you may 
impute to it, make the only choice we 
can make and proceed to the inesca- 
pable task before us swiftly and in the 
full confidence that at this crucial mo- 
ment will still command the power to 
implement and complete it. Let us with- 
out delay have an end to compromise, 
appeasement and retreat, and dare to 
repudiate all that has been done to that 
end and in that name. Let us stop the 
erosion of our economic and material 
and moral resources at home and abroad 
in the hopeless struggle against the per- 
vasive conspiracy to sterilize and waste 
them. Let us offer them freely to the 
world for a price that is worthy of our 
power and our purpose. Let us refuse 
them to anyone who is using them, as 
every other nation is today, for any 
other purpose. Let us demand that what- 
ever else the United Nations Organiza- 
tion may do, it must deal with the es- 
sential issue of disarmament without 
further delay or evasion. If we believe, 
as many in America and England do, 
that UNO is not and cannot be the kind 
of international instrument to which 
the police power for maintaining world 
peace can safely be entrusted, let us face 
the fact ourselves and confront the 
world with it frankly and fearlessly. If 
we should find that England has so far 
slipped or been shoved down the slope 
of collectivist impotence, or is so hope- 
lessly crippled by the problems of her 
insolvent imperialism that she is unwill- 
ing or unable to make more than 4 
sleeping partnership with us in the en- 
terprise, let us prepare to undertake the 
task of policing the world for peace 
ourselves alone, till—and I doubt it 
would be very long—we enlist other 
willing volunteers. Let us then alone 
or together implement the purpose 
promptly and plainly in three specific 
ways: 

Let us first offer the utmost capacity 
of our economic power for reconstruc: 
tion freely to every people who will un- 
dertake to abolish a// national military 
expenditure and disarm down to the 
level of the local constabulary. Let us, 
secondly, demand the unlimited right 
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BROADER Gicup Hospital... 


Continental’s Group Hospital expense 
coverage is broader than that offered under most 
group insurance plans . . . in four important ways. 
This is just one example of the advantages avail- 
able when you build your employer-employee 


protection program through this leading institu- 


tion. Many Continental features are not common 
to all life insurance companies. Let us tell you 
how you can plan a completely-integrated, com- 
pletely-modern employer-employee benefit pro- 
gram through the services of this one organiza- 


tion. Mail the coupon for details. No obligation. 


J. K. Dennis, Assistant Vice President 
Continental Assurance Co., 310 S. Michigan Ave., Chicago 


Send copies of your two booklets on employer-employee insurance and pension plans to: 
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ess or every public policy which may 
have the most remote relationship to 
armament and warfare. And, finally, 
let us make, keep and improve our 
atomic bombs for this imperative pur- 
pose; let us suspend them in principle 
over every place in the world where we 
have any reason to suspect evasion or 
—— against this purpose; and let 
us drop them in fact, promptly and 
without compunction wherever it is de- 
fied. 

Now if you say that this is too daring 
or idealistic a destiny for any nation, 
even America, to embrace, I admit it 
could happen only once in history; for 
the dreadful fact is that only we could 
do it at all; and we can do it only now, 
today, if we have the understanding 
and the will. Everything else the Amer- 
ican people have—impartiality and pur- 
ity of moral purpose, and limitless po- 
tentials of economic power which will 
be realized only if we are willing to em- 
ploy them for this gy mee 

Disarmament—the disarmament not 
merely of men and nations but of gov- 
ernments—is the fundamental and im- 

erative condition not only of peace, 
Pat of freedom and abundance in the 
world today, and it is the most mo- 
mentous circumstance in human history 
that at this instant of time—never be- 
fore and never afterward—America, and 
only America, has the power to impose 
such disarmament, and perhaps forever 
remove for mankind the curse of Mars 
and its inseparable companions, poverty 
and tyranny. 

Military disarmament is not enough, 
it is true. The problem goes deeper than 
that. We must rave political disarma- 
ment, too; we must deprive govern- 
ments not only of power to attack other 
governments but to oppress and exploit 
their own people. Yet militarism 1s al- 
ways an expression and a weapon of un- 
limited government, and it will be a 
long step toward economic freedom 
and prosperity, as well as peace, if we 
can compel the unlimited governments 
of the world to drop their arms and 
beat their swords into plowshares. Un- 
less we can do that, I must conclude 
that as we enter the age of atomic al- 
chemy one can see on the road ahead 
for America little promise of the peace 
and plenty which our scientific accom- 
plishment and productive power makes 
possible. One sees rather a nation and 
a world which is deeply divided against 
itself, which through cowardice, stupid- 
ity, and treachery becomes day by day 
less and less free and day by day more 
and more slave to the frustrations and 
fears which unlimited government im- 
poses upon the life, work and thought 
of men everywhere at home and abroad. 

Freedom from fear and want is a fine 
phrase, but there are some things I hope 


we in America will never cease being 
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afraid of, and unlimited government is 
one of them. There are some things, 
too, I hope we will never stop wanting, 
and freedom from its power is one of 
them. Before we can see any clear road 
ahead for America, we shall have to re- 
capture and put to use again, here and 
elsewhere in the world, the essential 
ideas, attitudes and instincts of the 
American way of life and thought 
which have been so deeply submerged 
if not altogether destroyed by the inva- 
sion of the Old World during the past 
decade. America and all that she signi- 
fies in human welfare and progress will 
ultimately be forever erased if now, in 
this historic moment, she cannot and 
does not mobilize, manifest and put 
forth the full moral and economic 
power which she can now command to 
oppose the destructive forces that now 
seek to undermine and dissipate her 
purpose and her spirit, and compel ac- 
ceptance of the ideal of peace and free- 
dom to which we assumed her living 
sacrifices were dedicated in the war we 
so recently thought we won. 





MIDWEST CONFERENCE 
(Continued from page 325) 











management to stimulate employee effort in 
connection with the incentive system. It is im- 
portant that the supervisors have confidence in 
the soundness of the performance standards. It 
is also essential that the operatives have confi- 
dence in the fairness of the administration of 
the incentive system.” 


At the conference banquet, which was 
attended by nearly 500 members of The 
Institute and their guests, Mr. Fred C. 
Crawford, past president of the National 
Association of Manufacturers, and presi- 
dent of Thompson Products, Inc., of 
Cleveland, presented an outstanding and 
enthusiastically received address on “Full 
Production: The Only Solution to our 
Economic Problems.” He depicted the 
world-wide heritage of war including 
wreckage, hunger, suffering and shortages 
and then, turning to the domestic econ- 
omy, contrasted industry's excellent record 
in war production to the postwar record 
of “production six months behind sche- 
dule—and shelves bare!”’ 

“All we seem to have accomplished,” 
Mr. Crawford said, “has been to increase 
the cost of living.” 


PRODUCTION DELAYED 


“Americans can be ashamed of this record. 
Unfortunately, people are so pulled and pushed 
by pressure groups, economic cure-alls and 
bureaucratic ballyhoo that they have no chance 
to think of production—to say nothing of un- 
derstanding what is hamstringing it. 

“T call on all Americans to find the answer 
to the question of what is holding production 
back; to ferret out news stories of production 
sabotage that can be spread across our front 
pages, driving home the facts until Americans 
rise in their might and free again the latent 
forces of American industry. 


“Let us look back to V-J Day. We all knew 
production was the great need of postway 
Hopes were high. Postwar plans were a dime y 
dozen. We even talked about a half-million 
automobiles by Christmas! 

“At that time, a great fear took hold of 
many in. high office. They foresaw terrible 
spiraling isfation ahead—the cashing of wa 
bonds—billions in saving to be Spent—pur. 
chasing power at an all-time high—and shon. 
ages in every line. A terrific demand that was 
certain to bid up prices. They must call out the 
OPA, strengthen its war powers—and hold the 
line, perhaps push it back. So our governmen 
forged one arm of a great pincer movement, 

“At just the same time, many in high office 
were seized with another fear—and, behold, it 
was a fear of drastic deflation. They foresaw 
eight million unemployed by April of 1946, 
Millions of returning servicemen whose only 
opportunity would be apple-selling. No more 
overtime pay, and a reduction of 30 per cent, 
in take-home pay. Surely purchasing power 
would collapse. Deflation was ahead. Specter 
of 1933! What to do? Of course—maintain 
purchasing power, put wages up. 

“Then, just at the right moment, a great dis- 
covery was made. This was revealed in that 
now famous report—wages could rise 25 per 
cent. with no increase in price! 

“The news of this miracle spread like wild- 
fire. Then came the famous fact-finders, and 
went into secret session with the phoney report. 
They labored mightily, and brought forth the 
magic word—I18Y> cents! Why not 19 cents? 
No one knows. It was probably a divine in- 
Spiration. 18Y, cents will save America! Again 
the news spread like wild-fire. Reason and eco- 
nomics went out the window. All over the land, 
men cried ‘181, cents or bust!’ All collective 
bargaining ended, labor contracts became scraps 
of paper. Great industries shut down in strikes. 
Even today, 900 new strikes are listed for the 
immediate future—an all-time high—and all 
over the magic phrase, ‘182 cents or bust!’ 

“Thus the second arm of a great pincer 
movement came into being. Think of it! An 
administration determined to fight inflation and 
deflation at exactly the same time—and to fight 
them with all its bureaucratic war powers. In- 
dustry found itself crushed between the arm of 
OPA frozen prices held above—and the steadily 
increasing wage cost down below. 

“This is the ‘Great Nut-Cracker of 1946.’ 

“All management knows that, by and large, 
wage is cost and cost is price. They move to- 
gether like the stars in the heavens. Now busi- 
ness finds itself in the jaws of the great nut- 
cracker and the jaws begin to move. I have 
been in the nut-cracker’s jaws. I have felt the 
bones crush, and have seen the red juices tun 
down the ledger pages. 

“Others have felt the same thing. In a survey 
of 700 companies, 400 had been forced to quit 
making some important article. In a Washing- 
ton survey, 8 out of 10 items had disappeared 
from the shelves or been forced up substantially 
in price. Whole industries have been. squeezed 
out by the black market. 

“Even when government regulations ease the 
pressure and lift ceiling prices, irreparable 
damage has been done and production suffers. 
American industry is a great productive ma- 
chine, made up of thousands of interlocking 
products and costs and prices. The artificial 
regulation in one part of the machine brings 
about a whole chain of difficulties and changes 
in other parts. Steel and coal are good ex- 
amples. 

“When the coal miners win their advance, 
the price of coal will have to be raised again 
making further increases in the price of steel. 
In the same way, railroad freight will rise, then 
the cost of steel mill equipment will take its 
jump—and with these the taxes on coal and 
freight equipment will rise month after month 
—until a whole year of reconversion has been 
lost. 
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We've qot just the payroll help you need | 


IRST of all, we'd like to say that we can provide you— 
efficiently and economically—with all the payroll work 
and related tax data you require: 


Checks ready for your signature... or slips to insert in 
pay envelopes. 


Complete Payroll Registers... detailing hours worked, 
earnings, deductions, net pay. 


Quarterly Employee Earnings Statements...cach em- 
ployee’s earnings tabulated and totaled. 


Labor Distribution Schedules, W-2 Forms, Lists of Em- 
ployee Deductions—and all the other reports you may re- 
quire! 


This Payroll work will be done for you on highspeed 
alphabetic and numeric tabulating machines. And all work 
is double-checked by bank standards. 


It means just this for you: 


1, You can turn over your payroll problems and work to 
the Recording & Statistical Corporation with complete con- 
fidence .. . just as many other concerns are doing. 


_ 2. You can save yourself time, trouble and many a dollar 
in the long run. 


_ Send the coupon below, and we will send you an informa- 
tive booklet, “Payroll Service,” that will give you more de- 
tailed facts concerning this wonderful service. 


Other Services 

For more than forty years now we have been retained by 
many of America’s foremost companies to turn out con- 
fidential tabulations and reports. 

We will do this type of work for you, too: 

Inventories, Personnel Statistics. Price Studies. Public 
Utilities Bill & Rate Analyses. Retroactive Pay-Increase Cal- 
culations. Traffic Studies. Sales Analyses. And statistical re- 
ports of most every type. 


Let us offer suggestions, and quote on your work. 


Recording and Statistical Corporation 
CHICAGO - BOSTON - DETROIT - MONTREAL - TORONTO 
‘ 102 Maiden Lane, New York 5, N. Y. 


Ft: Meertidtene aren Hoom ieee ere ere ee 
RECORDING AND STATISTICAL CORPORATION 
102 Maiden Lane, New York 5, N. Y. | 


) We would like to have further details on the Payroll 
) We would like more 


Yes! ( 
Service Plan. 
information regarding your statistical tabulating service. 


Please send free brochure. ( 
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“This is the story of the postwar production 
flop. You just can't put industry in a nut- 
cracker and still have the overwhelming out- 
flow of low-cost goods that is the key to our 
problems.” 


The final day’s session opened with 
concurrent conferences on tax problems 
and internal auditing procedures. The for- 
mer was addressed by Howard R. Bowen, 
economist, Irving Trust Company, New 
York, and the latter by Earle H. Cunning- 
ham, general auditor, General Motors 
Corporation, Detroit. 


CORPORATION TAXES 


Corporation tax rates, Mr. Bowen 
stated, are likely to remain at or near pres- 
ent levels. This opinion, he said, is “‘re- 
inforced by the fact that Congress gen- 
erally considers the tax on the corporation 
and the tax on the individual as two dis- 
tinct entities which are to be balanced one 
against the other. Thus, when rate changes 
are considered, there is a tendency to con- 
sider that justice requires a change in one 
to be matched by a change in the other. 
Recently, the corporation tax has been re- 
duced relatively more than the individual 
income tax. Many Congressmen feel that 
further reductions, therefore, should favor 
the individual, in order to redress the 
present lack of so-called ‘balance.’ ” 

Other points brought out by Mr. 
Bowen, included: 


The corporation income tax is, on. the whole, 
a bad tax which ought to be repealed, provid- 
ing an arrangement is made to prevent the cor- 
poration from becoming a device for avoidance 
of the individual income tax. However, the 
need for revenue and the political difficulty of 
getting it from other sources will likely prevent 
any important further reduction in the corpo- 
rate rate or in the amount of revenue derived 
from the tax. 

The chances of early adoption of a dividend 
credit are reduced by the revenue problem in- 
volved. If enacted, it is possible that the credit 
may be either at the individual or at the 
corporate level. 

A five-year carry-forward of losses and a re- 
laxation. of depreciation policies is likely. 

In the foreseeable future it is safest to count 
on the continuation of a corporation income 
tax much like the present one, and at rates 
above 35 per cent. 


REHABILITATE CONTROLS 


An administrative and clerical rehabili- 
tation job by management is a necessary 
corollary to plant reconversion, said Mr. 
Cunningham in discussing “Internal Au- 
dit Procedures.” Pointing to the wartime 
necessity of production regardless of cost, 
as an influence still affecting operations, 
he called for a thoughtful survey and re- 
vitalization of corporate systems of in- 
ternal checks and controls. 

Expensive clerical routines, Mr. Cun- 
ningham said, must be ferreted out and 
adjusted to peacetime standards. There 
are many other matters of a similar nature 
that must be accorded management con- 
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sideration, if the business is to successfully 
operate “between the upper millstone of 
price control and the lower millstone of 
inflationary costs.’ The most difficult 
problem will be the dispelling of undesir- 
able wartime philosophies that have per- 
meated the minds of the rank and file, and 
substituting therefor a prewar conscious- 
ness in respect to costs and profits. 


“A large part of this rehabilitation job is 
going to fall upon the controller, and it will 
take more than mere issuance of orders to ac- 
complish it. The internal auditor can be of in- 
valuable worth in assisting with problems of 
this nature. ' 

“Another matter that I would like to draw 
to your attention is the increasing trend by 
government agencies towards planning a greater 
and more direct responsibility upon manage- 
ment for the correctness of its statements and 
reports. As the Securities and Exchange Com- 
mission stated in the Interstate Hosiery Mills 
Case, the responsibility for the accuracy of in- 
formation filed with the Commission and dis- 
seminated among investors rests upon. manage- 
ment. The increasing number of stockholders’ 
suits against management are a further indica- 
tion of stewardship responsibilities, one that 
cannot be avoided by substitution of the public 
accountant’s certificate. 

“Without implying that an internal auditing 
department has any magic formula for solving 
all of management's problems, I do believe that 
a properly organized department, staffed with 

ualified personnel, and functioning at the 
dee level, will prove to be a very valuable 
service agency.” 


The conference closed with an address 
on “Executive Organization” by Charles 
R. Hook, president of the American Roll- 
ing Mill Company, Middletown, Ohio. 
Mr. Hook, like Mr. Crawford, is a past 
president of the National Association of 
Manufacturers. 

A call for understanding between man- 
agement and labor was sounded by Mr. 
Hook, who described misunderstanding 
or lack of understanding as “the greatest 
barrier to continued industrial progress,” 
for as business has grown larger and more 
complex, the problem has multiplied and 
become far more serious. 


CONTROLLERS: FACT-FINDERS 


“Controllers are the fact-finders of 
business,” he stated. “You have at your 
finger tips, all the basic facts related to 
the business you serve. You have a marv- 
elous opportunity and a serious responsi- 
bility to devise practical ways and means 
of presenting in simple understandable 
form the fundamental economics of busi- 
ness.” No other management profession 
is better equipped to fulfill this urgent re- 
sponsibility than the controllers of the na- 
tion, he emphasized. 


“The need for better understanding of busi- 
ness and the free enterprise system is not con- 
fined to the field of employee relations alone. 
It applies equally to the stockholder and the 
community in. which your plant is situated. 

“I am not expressing a new theory—I am 
Stating a principle in which I have believed sin- 
cerely and practiced during my 45 years experi- 
ence in the steel business. 


“The great majority of people, whether they 
work with their hand or whether they are mem. 
bers of a profession, do not understand busines, 
terms which are common and simple to you 
controllers. To some, the terms “Reserye” 
“Depreciation,” “Amortization,” represent con. 
cealed profits. To you they mean insurance tha 
the business may be able to maintain its pro. 
duction and other facilities properly’ so it can 
meet competition and continue to pay fair 
wages and dividends to employees and stocé. 
holders. To many, the term “surplus” mean; 
cash in the bank. To you controllers it mean; 
company savings which likely are in the form 
of bricks, mortar, and machines. 

Little business’ enjoys far more public con- 
sideration than. ‘Big business. Why is this? 
The small business concern is not so complex 
—more people can see and understand how it 
operates. Most big businesses are just an ag- 
gregation of relatively small units under one 
central management. Most of our important 
developments which have improved our stand- 
ard of living and made life more convenient for 
millions have been the contributions of ‘so. 
called ‘big business.’ Yet this contribution has 
been little understood or appreciated by the 
public. 

“Modern management realizes that a de. 
termined effort must be made to explain clearly 
to the man. on the street the relation that wages 
and production per manhour bear to costs, 
company success, continued employment, and 
community prosperity. 

“More and more companies are devoting 
more and more thought and effort in this di- 
rection. The soap boxer can be whipped with 
facts placed in the hands of the man on the 
street by the management team. You controllers 
are the ‘pitchers’ on that team.” 


CONFERENCE CHAIRMEN 


Among those active in the conference 
as chairmen of the various sessions were 
the following: Daniel M. Sheehan, con- 
troller, Monsanto Chemical Company, St. 
Louis, and vice president, Controllers In- 
stitute of America; Allen B. Crow, presi- 
dent of the Economic Club of Detroit, 
and a member of The Institute; Allen U. 
Hunt, controller, Jewel Tea Company, 
Barrington, Illinois, and member of the 
National Board of Directors of The Insti- 
tute; O. J. Gurwell, division controller, 
Thompson Products, Inc., Detroit; H. P. 
Buetow, controller, Minnesota Mining 
and Manufacturing Company, St. Paul, 
and member of the National Board of 
Directors of The Institute; E. A. Seffing, 
controller, American Greeting Publishers, 
Inc., Cleveland, and President of the 
Cleveland Control; and Oscar N. Lindahl, 
vice-president of finance, Carnegie-IIlinois 
Steel Corporation, Pittsburgh, and past 
president, Controllers Institute of Amer- 
ica. 

The Detroit conference committees in- 
cluded the following members of The In- 
stitute: 


CoMMITTEE—K. B. Coates, 
Chairman, Great Lakes Steel Corporation, 
Detroit; President, Detroit Control; A. I 
Hawkins, The Timken-Detroit Axle Co., De- 
troit; V. D. Hanna, Wolverine Tube Division, 
Calumet and Hecla Consolidated Copper Co., 
Detroit. 

PROGRAM COMMITTEE—O. Gurwell, 
Chairman, Thompson Products, Inc., Detroit; 


EXECUTIVE 
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A. S. Albright, The Detroit Edison Company, 
Detroit; J. H. Barrett, The Murray Corpora- 
tion of America, Detroit; Allen B. Crow, The 
Economic Club of Detroit; J. E. Hearst, S. S. 
Kresge Co., Detroit. L 

ARRANGEMENTS COMMITTEE—Alvin Kropf, 
Chairman, R. L. Polk & Co., Detroit; L. M. 
Elliott, McCord Corporation, Detroit; F. E. 
Halederman, Bower Roller Bearing Co., De- 
troit; L. C. Haltug, The Timken-Detroit Axle 
Co., Detroit; C. J. Nymberg, F: M. Sibley 
Lumber Co., Detroit; R. M. Sherwood, Eve- 
ning News Association, Detroit. 

PuBLiciry COMMITTEE—George W. Troost, 
Chairman,. Chrysler Corporation, Detroit; W. 
W. Crapo, Huron Portland Cement Co., De- 
troit; Charles Hummel, Bendix Aviation Cor- 
poration, Detroit; G. S. Peppiatt, Federal 
Mogul Corporation, Detroit. 

FrsANCE COMMITTEE—F. A. Buchda, Chair- 
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man, Eaton Manufacturing Co., Detroit; H. G. 
Bixby, Ex-Cell-O Aircraft & Tool Corporation, 
Detroit; G. Carlisle, Micromatic Hone Corpo- 
ration, Detroit; R. E. Driver, Michigan Bell 
Telephone Company, Detroit. 

RECEPTION COMMITTEE—G. W. Schwarz, 
Chairman, Wyandotte Chemicals Corporation, 
Wyandotte; M. C. Buck, Detroit Harvester 
Company, Detroit; L. R. Downie, Kelsey-Hayes 
Wheel Company, Detroit; M. C. Emery, Bull 
Dog Electric Prod., Detroit; W. J. Gerick, 
Socony-Vacuum Oil Co., Inc., Detroit; M. E. 
Griffin, Woodall Industries, Inc., Detroit; A. 
F. Liska, Burroughs Adding Machine Company, 
Detroit; G. C. Phelps, Houdaille-Hershey Cor- 
poration, Detroit; C. L. Snyder, Snyder-Quimby 
Associates, Detroit; L. J. Sorenson, The Stand- 
ard Products Company, Detroit; O. A. Wal- 
dow, National Bank of Detroit; R. A. Yoder, 
Detroit Steel Corporation, Detroit. 


Social Security and Unemployment 
Compensation Being Studied 


Eleven local Controls of The Institute have, 
in recent months, scheduled meetings on So- 
cial Security and Unemployment Compensa- 
tion, following a request for consideration of 
this subject, sent to local Controls by Mr. 
Thomas L. Evans, chairman of The Institute’s 
National Committee on Social Security. The 
Controls include Atlanta, Baltimore, Buffalo, 
Chattanooga, Dallas, District of Columbia, 
Houston, Philadelphia, Portland, Springfield, 
and Syracuse. In addition, the subject was 
considered at the recent eastern spring con- 
ference of The Institute, in New York, and 
is slated for consideration at the Pacific Coast 
Conference in San Francisco on June 8. The 
papers presented at the New York Confer- 
ence have been released by The Institute in a 
special pamphlet, sent to all members re- 
cently. 

Reporting to the National Board of Di- 
rectors of The Institute about the meetings 
on the subject, Chairman Evans referred in 
detail to a meeting on April 19 of the 
Houston Control, under the direction of Mr. 
W. M. Merritt of Todd-Houston Shipbuild- 
ing Corporation, who is a member of the Na- 
tional Committee on Social Security of The 
Institute. The meeting, which discussed un- 
employment compensation benefits, was at- 
tended by Harry B. Crozier, chairman and 
executive director of the Texas Unemploy- 
ment Compensation Commission and mem- 
bers of the Commission, in addition to repre- 
sentatives from national and state manufac- 
turers’ and accounting organizations and 
from many major companies in the city. 

An outline of the questions discussed at 
this meeting presented to the chairman and 
executive director of the Texas Commission 
by Mr. Merritt follows: 

(A) How Employers can help to prevent un- 
employment compensation benefits being paid 
to persons who should not receive them. 

(1) Determine that personnel records main- 
tained in their Personnel Departments 
reveal in sufficient detail the actual 
reason why the employee’s services were 
terminated. 

(2) If Employer receives copy of applica- 
tion for benefits on which the reason for 
dismissal is different from that shown on 
their personnel or employment records, 
have the matter investigated by the 
Supervisor and advise the State Unem- 
ployment Office accordingly. 

(3) Employers should make certain that the 
Personnel Department hands the pam- 
phlet issued by the State Employment 
Office to all employees who are being 


terminated and remind them that they 
are not entitled to unemployment com- 
pensation benefits unless they can qualify 
in line with the pamphlet. 
(4) Employers should make it clear to their 
employees that they will not resort to 
subterfuge in connection with reasons 
for dismissals in order to assist them in 
obtaining unemployment benefits and 
that they intend to report the actual 
facts to the State Unemployment Office. 
Employers should list all of the job 
openings with the State Employment of- 
fice, in addition to their usual hiring 
methods. 
Employers should report to the State 
Unemployment Benefits Department— 
not the State Employment Office—the 
name of every individual who refuses a 
job which they offer and the reason 
therefor. This applies even though the 
worker was not referred to the Employer 
by the State Employment Office. It is 
appreciated that this would entail con- 
siderable additional work for Employ- 
ers. However, it was pointed out that 
unless this practice is followed, some 
employers will not obtain the lowest 
possible experience rating. 
Employers.should check to see that their 
quarterly payroll reports list all of their 
employees for the quarter. 
(8) Employers should impress on their Super- 
visors the importance of their responsi- 
_ bility in determining to the best of their 
ability the actual reason the employee is 
resigning or being dismissed and see 
that the information is forwarded to 
their Personnel Department. The point 
was raised as to whether Employers 
should insist that their Personnel Office 
maintain a record of all applicants for 
employment and the reason they did not 
accept employment, if offered. This 
‘point was mentioned because of the pos- 
sibility of the State Employment Office 
checking with Employers. 


(5 


~— 


(6 


— 


(7 


— 


(B) How the State can help to prevent un- 
employment compensation benefits being paid 
to persons who should not receive them. 

(1) (a) Mr. T. Bullock Hyder presented a 
pamphlet which he stated has recently 
been prepared, explaining what happens 
when one of an Employer’s former em- 
ployees files a claim for unemployment 
compensation. 

(b) Personal contact by State Employ- 
ment Office with Employers having a 


large personnel turnover, especial] 
those which result in application a 
unemployment benefits. 

(2) The thought was advanced that the State 
should initiate steps to enact legislation 
requiring that Employers file a definite 
answer to all notices of application for 
benefits sent to them by the State Em. 
ployment Office and that this answer 
should indicate thereon the usual penal- 
ties provided by law for falsifications, 

(3) It was pointed out that the State might 
explore the possibility of requiring per- 
sons obtaining benefits to show on their 
continuation claims whether they intend 
to go back to work if they are able to 
find employment and that they are ac. 
tually making an attempt through their 
own efforts to obtain employment. In 
this connection,: possibly applicants 
should be required to submit names, ad- 
dresses, and so forth, of places where 
they made an attempt to obtain employ- 
ment and this information should be 
checked by the State Unemployment 
Benefits Department prior to payment of 
benefits. 

(4) Help to exert influence to enact legisla- 
tion to prevent non-permanent members 
of the working force from obtaining un- 
employment benefits. 

(5) Continue to exert influence for the re- 
turn of the Unemployment Service to 
State operation and control in order that 

ayment of unemployment benefits can 
af more efficiently administered and 
policied to fit State problems. 

(6) Take steps to initiate a program which 
would permit the forwarding of notices 
of applications for benefits to other Em- 
ployers in the base period instead of 
only the last Employer, as at present. 


“Let Freedom Ring” 


Through the courtesy of Mr. P. E. Roper, 
secretary, treasurer and director of The Lan- 
ders Corporation, Toledo, Ohio, The Institute 
has received a complimentary copy of “Let 
Freedom Ring.” It is the story of the growth 
and development of the company since 1886 
and was published primarily as an informative 
book for its employees. As the work pro- 
gressed, however, it became evident that this 
was a story which would be of more than 
usual interest to friends outside the organiza- 
tion, customers, suppliers, and others. The 
book illustrates realistically the romance of 
American business and gives credit for the suc- 
cess of the company to the many men and 
women who for unusually long periods of em- 
ployment have worked faithfully and loyally. 
This interesting story of The Landers Corpo- 
ration’s conception and growth in “service” 
parallels the story of thousands of similar 
small enterprises. Mr. Roper was elected in 
October, 1942 to membership in The Con- 
trollers Institute of America. 


Internal Auditors Yearbook 
Is Published 


The 1945 Year Book of The Institute 
of Internal Auditors has made its appeat- 
ance. It is a book of 196 pages, neat in 
appearance, and a credit to the orgamiza- 
tion. This is the third Year Book pub 
lished by The Institute of Internal Audi- 
tors. At the close of the fiscal year of the 
organization, on September 30, 1945, The 
Institute of Internal Auditors number 
821 members, of whom 89 were associate 
members, and 91 junior members. The 
Annual Meeting of The Institute of In- 
ternal Auditors takes place in the fall. 
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WHEREVER YOU GO, YOU SEE 
BURROUGHS MACHINES 


Ever since introducing the first practical adding machine, Burroughs 
has led in anticipating the figuring and accounting machine needs 


of business. New adding, accounting, calculating, statistical and cash 


handling machines and features have constantly been developed 


to meet new requirements and to speed up and simplify office 

routines. This leadership, made possible through years of continuous, 
close association with all lines of business and industry, is an 
important reason why you see Burroughs machines wherever you go. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT 32, MICHIGAN 


This installation of modern Burroughs 
Accounting Machines in the offices of 
the Coca-Cola Bottling Co., Chicago, 
is just one of thousands to be found 
in all types of business and industrial 
enterprises throughout the world. 


IN MACHINES 
IN COUNSEL 
IN SERVICE 
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Personal Notes About Controllers 








Mr. James A. Marohn recently assumed his 
new duties as comptroller of Noma Electric 
Corporation, New York. Mr. Marohn previ- 
ously served with the Ohio Injector Company, 
Wadsworth, Ohio, where he was controller and 
assistant secretary. 


Mr. E. J. FitzGerald is now associated with 
Ajax-Consolidated ‘Company, Chicago, serving 
as controller, secretary and treasurer of the 
company. A member of the Controllers Insti- 
tute of America, Mr. FitzGerald was previously 
affiliated with Gibbs and Company, of Chicago, 
as controller. 


Mr. O. H. Ritenour, comptroller of Wash- 
ington Gas Light Company, was elected presi- 
dent of the Maryland Utilities Association, at 
its annual spring conference in Baltimore, on 
April 12. 


Mr. Lewis D. Parmalee has been elected 
president of the Atlantic, Gulf and West Indies 
Steamship Lines. Heretofore, Mr. Parmalee 
served as executive vice-president. He succeeds 
Mr. Edgar S. Bloom, who has assumed the post 
of chairman. As a member of the Controllers 
Institute, Mr. Parmalee is holder of member- 
ship certificate number 705. 


Mr. Irving H. Johnson, a member of the 
Controllers Institute since 1937, held for many 
years the combined positions of treasurer and 
controller of the American-Marietta Company, 
Chicago. The company, formerly known as he 
American Asphalt Paint Company, has been ex- 
panding rapidly and now operates eleven in- 
dividual paint plants and sixteen retail stores. 
Due to this rapid expansion, Mr. Johnson felt 
that holding two posts was too heavy and con- 
sequently, as of March 1, appointed Mr. R. A. 
Ginter, controller. 


Mr. H. S. Kuhns, was recently given the ad- 
ditional duties of secretary of the Haloid Com- 
pany, Rochester, New York. A member of The 
Institute, Mr. Kuhns had previously held the 
positions of treasurer and controller and will 
combine these responsibilities with his new 
office. 


Appointment of Professor Hermann C. Mil- 
ler, as chairman of the Department of account- 
ing, Ohio State University, was announced re- 
cently. Professor Miller takes over the position 
vacated by Professor Jacob B. Taylor, when the 
latter was named university business manager, 
in February. 


Mr. John L. Harris, a member of the Con- 
trollers Institute of America since November, 
1935, retired as Treasurer of the Colonial Life 
Insurance Company of Jersey City, New Jersey, 
after forty-five years service. Mr. Harris is 
holder of membership certificate number 550. 


Mr. William H. MacLean, past president of 
the Louisville Control of The Institute, is now 
associated with George Byers & Son, Inc. of 
Louisville. Mr. MacLean was previously con- 
nected with Curtiss-Wright Corporation, Louis- 
ville. 


Mr. E. J. Hanley, secretary and treasurer of 
Allegheny Ludlum Steel Corporation, Bracken- 
ridge, Pennsylvania, was elected, in addition, to 
the newly created post of vice president in 
charge of finance of the company. Mr. Hanley 
joined Allegheny Ludlum Steel Company in 
1936 as secretary and in 1941 was named secre- 
tary and treasurer. A member of the Controllers 
Institute since August, 1939, he was associated 





with the General Electric Company prior to 
joining Allegheny Ludlum. 


Mr. H. V. Leverett, a member of the Con- 
trollers Institute of America, was recently pro- 
moted to the position of secretary-treasurer of 
Pacific-American Fisheries, Inc., Bellingham, 
Washington. He was succeeded as assistant 
secretary and assistant treasurer by Mr. D. L. 
Fickel. Mr. Leverett was a charter member of 
the Seattle Control of The Institute. 


Mr. Joseph L. Focht has been named comp- 
troller of Purolator Products, Inc., Newark, 
New Jersey. Mr. Focht has been comptroller 
of the Whitehall Pharmacal Company and 
previously was general auditor of Bristol- 
Myers Company and comptroller of Sun Tube 
Corporation. For the preceding twelve years, 
Mr. Focht served as staff and senior account- 
ant with several New York firms of certified 
public accountants, including R. G. Rankin and 
Company, Arthur Andersen and Company, and 
Patterson and Ridgway. Mr. Focht has been a 
member of The Institute since April, 1945. 


Mr. Frank L. King, president of California 
Bank, Los Angeles, and a member of the Con- 
trollers Institute, was one of the featured 
speakers at the ninth mid-continent. regional 
conference of the National Association of 
Bank Auditors and Comptrollers, held in Mil- 
waukee, on May 23-25. 


Mr. Willard H. Young has returned to the 
H. J. Heinz Company, Pittsburgh; which he 
served as assistant controller prior, to joining 
the United States Navy in September, 1943. A 
member of The Institute, Mr. Young was on 
the staff of the Commander of Air Forces, 
Pacific fleet, as a lieutenant in the supply 
corps. Prior to that he was attached to the 
Naval Air Station, Supply Office, Quonset 
Point, Rhode Island. 


Mr. Keith J. Harris, a member of the Con- 
trollers Institute of America, was promoted 
to the vice-presidency of Ross-Meehan Foun- 
dries, Chattanooga, recently. Mr. Harris, who 
served the corporation as secretary-treasurer, 
will continue those responsibilities in addi- 
tion to the vice presidency. He has been a 
member of the company since 1926 and was 
named secretary-treasurer in 1942. 


Mr. Adolph A. Berle, Jr., has been elected 
treasurer of American Molasses Company, New 
York. An honorary member of the Controllers 
Institute of America, Mr. Berle previously 
served as United States Ambassador to Brazil 
and is a former Assistant Secretary of State. 


Mr. George I. Brigden has been elected 
treasurer of St. Joseph Lead Company, New 
York. Mr. Brigden is a member of the na- 
tional board of directors of the Controllers 
Institute of America. 


Mr. C. E. Packman, a member of the Con- 
trollers Institute, recently resigned his position 
as vice-president and controller of Middle West 
Service Company, Chicago. Mr. Packman has 
established an office in that city as a public 
utility consultant. 


Mr. M. M. Fritch was recently released from 
service and joined Mangel Stores, Inc., New 
York City, as controller. A member of the 
Controllers Institute of America, Mr. Fritch 
was formerly a lieutenant colonel in the 
Army Exchange Service, New York. 


Mr. George H. Hess, Jr., comptroller of 
Great Northern Railway Company, St. Paul 
Minnesota, retired on May 31, after having 
served the company since. 1916. Elected as 
member 357 of The Controllers Institute, in 
August 1934, Mr. Hess was active in its pro- 
gram during the intervening years. Begin- 
ning ip 1942, he served four terms as chair- 
man of the National Committee on Ethics 
and Professional Standing. He had likewise 
been president of the Twin Cities Control of 
The Institute during 1939-40, having held the 
post of vice president during the previous 
year. He was also a director of the Twin 
Cities Control for the 1936-38, 1940-42 and 
1943-45 terms. 


Mr. F. A. Baltzer, formerly controller of 
the Detroit City Gas Company, is now serv- 
ing as controller of Michigan Bakeries, Inc. 
Grand Rapids, Michigan. Mr. Baltzer is 
holder of membership certificate 1137 in The 
Controllers Institute of America, by virtue 
of election in February, 1937. 


Mr. H. G. Oberlander, who was recently re- 
leased from active duty from the United States 
Navy where he served as a lieutenant, USNR, 
is now assistant to the controller of United 
States News Publishing Company, Washing- 
ton, D. C. A member of the Controllers In- 
stitute since February, 1942, Mr. Oberlander 
was controller of Philadelphia-Warwick Com- 
pany, prior to his entrance into service. 


Mr. Grant Lohnes, treasurer of the Na- 
tional Cash Register Company, Dayton, Ohio, 
and a member of the Controllers Institute of 
America, has been elected to honorary mem- 
bership by the Ohio State University chapter 
of Beta Alpha Psi, professional accounting fra- 
ternity, following his initiation into the fra- 
ternity on May 18. Mr. Lohnes addressed its 
members after the ceremonies and dinner. 
Starting his career in accounting in 1910, Mr. 
Lohnes is now a member of the board of di- 
rectors and of the executive committee of 
National Cash Register Company. Before be- 
coming treasurer, he served the company as 
chief accountant and later as controller. 


Mr. Gordon A. O’Brien has returned to the 
Worcester Telegram Publishing Company, of 
Worcester, Massachusetts, as assistant to the 
general manager, following his recent discharge 
from the United States Army. Mr. O’Brien is a 
member of the Controllers Institute of America. 





OBITUARY 











MAURICE BLAIR 


Mr. Maurice Blair, controller of A. C. Hor 
Company of Long Island City, New York, died 
on May 20. Mr. Blair was an early member 
of the Controllers Institute of America, being 
holder of membership certificate 697 by virtue 
of election in June, 1936. A graduate of New 
York and Columbia Universities, and having 
degrees in civil and mechanical engineering, 4s 
well as being a certified public accountant, Mr. 
Blair also was a member of the Board of 
Directors of the A. C. Horn Company, having 
served that company for sixteen years. I, 
Blair was 39 years of age. Born in New York 
City, Mr. Blair leaves his mother and a sister 
Interment was at Ferncliff Mausoleum. 
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Positions Wanted 











Controller—Accountant 
Fifteen years public accounting and ten 
years commercial experience, seeks position 
with progressive company. Salary $8,000. Ad- 
dress: Box 592, “The Controller,” One East 
Forty-second Street, New York 17, N. Y. 


Controller-Treasurer-Secretary 

Institute member desires position with well 
established company, has excellent background 
with twenty years’ experience in executive ca- 
pacity in manufacturing, financial and public 
accounting organization. Experience embraces 
budgets, financial statements, taxes, office pro- 
cedures and management, credits and collec- 
tions, and personnel organizing. Has proved 
executive, organizational and administrative 
ability. Good personality, excellent character, 
married. Address: Box 598, ‘The Controller,” 
One East Forty-Second Street, New York 17, 
MY. 


Controller—Executive Accountant 

With fourteen years of experience available 
for medium size organization. Proven adminis- 
trator capable of developing strong, progres- 
sive accounting organization. Modern simpli- 
fication methods. General and cost accounting, 
auditing, evaluation of results. Married, age 
37, college graduate. Address: Box 599, ‘The 
Controller,” One East Forty-second Street, New 
York 17, N. Y. 


Controller—Corporation Executive 


Seeks position with progressive company. 
Record of twenty years’ commercial experi- 
ence and several years as partner in public 
accounting practice. Certified Public Account- 
ant. Heavy experience as corporation controller 
in installation, operation, supervision and 
analysis of general and cost accounting sys- 
tems and records. Well versed in standard 
costs, budgetary and cost controls. Has su- 
pervised large staff, operating costs, budgets, 
internal auditing, federal and state taxes, gen- 
eral office management finances, credits and 
collections, and the like. With management 
background, knows importance of keeping 
Operating executives promptly and thoroughly 
informed of progress and trends. Earnings in 
$10,000 to $15,000 range. Member of Control- 
lers Institute of America. Address: Box 600, 
“The Controller,’ One East Forty-second 
Street, New York 17, N.Y. 


Controller, Treasurer or Chief Accountant 
Desires position of responsibility with a 
progressive company preferably in the South 
or Middle West. Over twenty-five years’ ex- 
perience in industrial organizations. Experi- 
ence embraces systems, budgets, standard costs, 
financial statements, office management, also 
various municipal, state and federal taxes, cost 
plus and other types of government contracts. 
Address: Box 601, “The Controller,” One East 
Forty-second Street, New York 17, N. Y. 


Controller or Assistant to the President 


Experienced executive in corporation con- 
trol, management and organization desires 
hew connection with firm that believes in 
modern management methods. Excellent edu- 
cational background and practical experience 
in control and analytical accounting, finance, 
systems, costs, budgets, taxes and personnel 
Management. Capable of assuming large re- 
sponsibilities and can handle authority with 
judgment. Can furnish highest references. 
Institute member. Minimum salary $10,000. 
Address: Box 602, “The Controller,’ One 
East Forty-second Street, New York 17, N. Y. 


The Controller, June, 1946 
































corporations. 


this field. 


What Pension Program 
for Your Company? 


CORPORATION officers and directors who are convinced 
of the desirability of a sound pension program, but who 
have not reached a decision as to the best type of plan for 
their use, often find it helpful to discuss this technical 
subject with an organization that has considered it from 
a practical standpoint with officials of many other 


Questions of employee coverage, benefits, costs in pro- 
portion to probable earnings, methods of financing, 
and administration can be clarified by practical discus- 
sion of these subjects in relation to the specific require- 
ments and financial outlook of your Company. This 
Bank has had wide experience in assisting in the de- 
velopment of retirement plans and in administering 
pension trusts. We invite discussion with officers of 
our Pension Trust Division who have specialized in 








factory pension plan. 


Our booklet, Pension Plan Fundamentals, available on 
request, condenses into 17 pages a review of the basic 
factors involved in developing and financing a satis- 
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Guaranty Trust Company 
of New York 


Capital Funds, $314,000,000 
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New York 15 
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New York 21 
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Congressional Committee Reports 


Advocate Balanced Budget 


On March 4, the Joint Committee on 
the Organization of Congress made its 
report, explaining in its introduction 
that the Committee “was created in re- 
sponse to a widespread congressional 
and public belief that a grave constitu- 
tional crisis exists in which the fate of 
representative government itself is at 
stake.” Other pertinent paragraphs 
from the introduction, as selected by 
“Tax Front,” follow: 

“Public affairs are now handled by a 
host of administrative agencies headed 
by nonelected officials with only casual 
oversight by Congress. The course of 
events has created a breach between 
government and the people. Behind 
our inherited constitutional pattern a 
new political order has arisen which 
constitutes a basic change in the Fed- 
eral design. Meanwhile, government by 
administration is the object of group 
pressures which weaken its protection 
of the public interest. Under these con- 
ditions, it was believed, the time is ripe 
for Congress to reconsider its role in 
the American scheme of government 
and to modernize its organization and 
procedures.” 

After pointing out that the Commit- 
tee held 39 public hearings and four 
executive sessions between March 13 
and June 29, 1945, the introduction 
states: “A review of all the testimony 
received reveals a wide area of agree- 
ment among the witnesses with respect 
both to the conditions that handicap 
Congress in the efficient performance of 
its proper functions and as to many ap- 
propriate remedies for these defects. 

Under the heading: ‘Committee 
Structure and Operation,” the pe 
states: “Congress can no longer aftord 
the luxury and waste of manpower and 
time in maintaining a total of 33 stand- 
ing committees of the Senate and 48 
standing committees of the House. We 
recognize the difficulties inherent in 
simplifying this old system of 81 stand- 
ing committees. We realize that loyal- 
ties to these present committees, certain 
prerequisites of membership upon them, 
established seniority rights, and a desire 
to maintain these traditional rights 
make reorganization of our committee 
structure the No. 1 problem to be faced 
in any attempt to modernize and 
strengthen the Congress. 

Among the recommendations regard- 
ing changes in committee structure and 
operation contained in the report are: 
that the 33 standing committees of the 
Senate be reorganized into 16, substan- 
tially as proposed by Senator Robert M. 
La Follette, Jr., chairman of the Com- 
mittee; that the 48 standing committees 





of the House be reorganized into 18; 
that House and Senate rules be amended 
to define clearly the jurisdiction of each 
reorganized committee so as to avoid 
or and duplication and con- 
flicts of jurisdiction; that the standing 
committees of both Houses be directed 
and empowered to carry on continuing 
review and oversight of legislation and 
agencies within their jurisdiction; that 
the power of subpoena be given them; 
and that the practice of creating special 
investigating committees be abandoned. 


FiscAL CONTROL 


A major consideration of the Com- 
mittee was that of strengthening fiscal 
control, the report stating: ‘Control of 
the purse for all federal governmental 
activities is one of the major functions 
of Congress. Numerous witnesses ap- 
peared and recommended various 
changes designed to strengthen the posi- 
tion of Congress in relation to fiscal 
affairs. 

“These recommendations stressed the 
need for the adoption each year of an 
over-all fiscal policy that would con- 
sider both the income and expenditures 
of government. It was pointed out that 
control over revenues and expenditures 
is divided not only between the House 
and Senate, but also within each House 
between its revenue and appropriating 
committees. Neither of the two appro- 
priations committees imposes any over- 
all limitations upon its total appropria- 
tions before the individual supply bills 
are voted on by the Houses. Nor do 
they attempt to coordinate appropria- 
tions with revenues so as to fix an over- 
all fiscal policy for the year.” 

Under the heading: “Adoption of 
Annual Federal Budget Totals,” the re- 
port recommends: that by joint action, 
the Revenue and Appropriations Com- 
mittees of both Houses submit to the 
Congress within 60 days after each ses- 
sion opens (or by April 15) a concur- 
rent resolution setting over-all Federal 
receipts and expenditures (estimated) 
for the coming fiscal year. If total ex- 
penditures recommended exceed esti- 
mated income, Congress should be re- 
quired by record vote to authorize 
creation of additional Federal debt in 
the amount of the excess. All appro- 
priations, excepting those of a perma- 
nent nature, interest on the public debt, 
veterans’ pensions and benefits, trust ex- 
penditures, and public-debt retirement, 
would be reduced by a uniform percent- 
age in case total appropriations ex- 
ceeded the amount of the approved 
budget figure. 










































































Other recommendations intended to 
strengthen fiscal control are: that all ap. 
propriation bills be fully and carefully 
considered by the full Appropriations 
Committees of both Houses; that the 
present practice of holding all Ap- 
propriations Committee hearings in ex. 
ecutive or secret sessions cease; that 
committee hearings and reports on a 
propriation bills be laid before the 
House and Senate a minimum of three 
legislative days before their floor con. 
sideration; that a uniform appropria- 
tion classification be devised and incor. 
porated in the hearings; that modern 
accounting machinery and equipment 
be provided for each committee staff, 
that the General Accounting Office be 
directed to submit each year a general 
service audit of each agency of gov- 
ernment (including government corpo- 
rations), furnishing information to the 
Congress on the general financial op. 
eration of the agency and its care in 
handling governmental funds; that all 
appropriations be in definite amounts 
and that the custom of reappropriating 
unexpended balances be discontinued 
except for continuing public works; 
that transfer of funds between agencies 
and departments be discontinued; and 
that all regular governmental agencies 
and departments be placed on a uniform 
basis of returning to the Treasury in- 
come from sales or services; that the 
practice of attaching legislation to ap- 
propriation bills be discontinued; that 
the rules be tightened effectively to 
prevent under the parliamentary guise 
of “economy limitations” amendments 
which are, in fact, designed to effect 
legislative changes; that the Comptrol- 
ler General survey various limitations 
on appropriation bills to determine 
those which require more money to 
carry out than they save; and that the 
Appropriations Committees study means 
for limiting any increase in permanent 
appropriations. 

In the report of the House Special 
Committee on Postwar Economic Policy 
and Planning, made public on March 
7, the Committee recommended a bal- 
anced budget in 1947, and a surplus in 
1948 for application against the public 
debt. 

The report also recommended cur- 
tailment of federal expenditures, and 
called for the co-operation of state and 
local governments in curbing expendi- 
tures for public works. 

In making the report public, its chair- 
man, Representative William M. Col- 
mer of Mississippi, stated that effective 
control of inflationary pressures could 
not be attained unless strong fiscal and 
monetary counter measures were used. 





It has been estimated that hidden taxes con 
sume $26.23 from a monthly salary of $200. 
That’s not counting the taxes that are boldly 
out in the open! 
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Technical Accounting Papers Published 


Technical papers of the Twentieth Annual 
Michigan Accounting _Conference sponsored 
by the Bureau of Business Research Univer- 
sity of Michigan, Ann Arbor, have been pub- 
lished in a 28 page pamphlet, which is No. 
17 in the series of Michigan Business papers. 
This report contains five technical papers of 
the Twentieth Accounting Conference held 
by the Michigan Association of Certified Pub- 
lic Accountants at the University of Michi- 
gan, November, 1945. The papers deal with 
five current accounting problems relating to 
the Tax Adjustment Act. of 1945, inventory 
pricing, current accounting procedures, the 
Securities and Exchange Commission and the 
changing relationship between manufacturing 
and accounting. 

In his paper on Inventory Pricing, Maurice 
H. Stans, chairman of the sub committee on 
accounting procedures of the American In- 
stitute of Accountants, presents an authorita- 
tive analysis of the broad question of the 
procedures and principles properly applicable 
in pricing inventories for financial account- 
ing purposes. Mr. Stans agrees that there is a 
fundamental presumption in favor of the cost 
basis of pricing and then goes on to present 
an interpretation of the term “‘cost” and to 
outline the conditions under which absorp- 
tion of cost prior to sale may be justified. 
His paper includes a brief summary of a re- 
cent statement on “The Valuation of Stock- 
in-Trade” by the Institute of Chartered Ac- 
countants. 

Cyril Talbot, a member of the committee 
on accounting procedures of the American 
Institute of Accountants reports on such ques- 
tions as accounting for expenses and losses 
applicable to wartime activity, quasi-reorgan- 
ization, and the treatment of war plants 
which have been completely amortized for 
tax purposes but have a substantial postwar 
value. Mr. Talbot stresses the importance of 
further consideration of the controversial is- 
sue of cost and value in accounting and the 
need for a more clear-cut formulation of un- 
derlying principles as a basis for the settle- 
ment of specfic problems. 

The chief accountant of the Securities and 
Exchange Commission, W. W. Werntz, in a 
paper on Trends in Accounting discusses in 
some detail the problem of income charges 
versus charges to surplus in terms of past 
practice as well as with reference to postwar 
adjustments. His general position is con- 
sistent with the trend in present-day public 
accounting practice in the direction of mini- 
mizing charges and credits directly to the 
earned surplus account. Mr. Werntz also 
summarizes the position of the Securities and 
Exchange Commission with respect to the 

controversial question of the treatment of so- 
called “tax savings” in the income statement. 
He concludes his paper with a plea for a 
further consideration of the departmentaliza- 
tion of the data of sales and cost of sales in 
financial reports. 

The Tax Adjustment Act of 1945 created 
many problems in respect to the broad ques- 
tion of the problems and procedures involved 
in dealing with accelerated amortization of 
war facilities for tax purposes. In his paper 
on this subject, Alexander S. Currie deals 
with accelerated amortization under such 
headings as “Applications for Tentative Ad- 
justments,"" “Effective Determination of 
Amortization Period,” and “Effect of Accel- 
erated Amortization upon Renegotiation.” 

In the final paper, John Airey, a business 
economist of note as well as a competent ex- 
Scutive contrasts the patterns of thinking of 
public accountants and operators of manu- 
facturing establishments and, at the same 
time, indicates the increasing interdepend- 
ence of the two groups. 
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Makes mole hulls 


Like Topsy, the paper work of 
many businesses “just growed” . . . 
the Production Dept. spawns new 
reports as well as new models. . . 
Sales slips in a few fresh starters . . . 
Receiving adds records, Shipping 
tags up the totals, Finance puts out 
a few more forms . until the 
major executive’s desk barely has 
room for his elbows. 

But the modern accountant 
makes mole hills out of mountains 

. . sets up the right system in the 
right way . . . reduces confused 
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reports to an easily read picture of 
the state of the business . . . finds 
hidden weaknesses, significances, 
strengths. The accountant’s study 
is founded on facts, fresh findings, 
daily data, intelligently interpreted 


and integrated. 


McBex is not an accounting 
firm ... but with products and 
methods evolved.in forty years of 
experience . . . aids the accountant 
facts 


by making the necessary 


available faster. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cittes 
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Reviews of Recent Publications 








De-bunking “Maturity” 


“THE BOGEY OF ECONOMIC MA- 
TURITY.” By George Terborgh. Pub- 
lished by the Machinery and Allied Prod- 
ucts Institute, 221 North La Salle St., 
Chicago. $3.00 

During the 30’s we were bombarded 
with explanations of our economic catas- 
trophe and a great variety of economic 
panaceas. Of the many radical and, in 
some cases, crack-pot proposals probably 
the most dangerous was that based on the 
sad story of “economic maturity” built 
up by the administration witnesses in 1939 
before the Temporary National Economic 
Committee. This economic theory was 
given wide publicity and received rather 
wide acceptance because of its government 
sponsorship. In the words of Mr. Ray- 
mond Moley: ‘‘Nothing ever attempted by 
the administration in the field of opinion- 
making has surpassed this maneuver by a 
smalt group of minor officials.” 

In this book the author briefly outlines 
the theory and then step by step examines 
each part of it; each step is well docu- 
mented with quotations from the leading 
advocates. He then proceeds in a very fine, 
workmanlike manner to expose and de- 
bunk the loosely knitted theory drummed 
up by the pseudo-economic diagnosticians. 

To a’student of economic history and 
to anyone interested'in the future of our 
American economy, his discussions of the 
factors of population growth, the dearth 
of new industries, and the growing im- 
portance of depreciation reserves, are most 
encouraging. 

Even if a person has not time to read 
the whole book, it would be well worth 
the cost to read only the conclusions and 
the author’s analysis of the ‘‘stagnation- 
ists’ ’’ ideas and recommendations for 
public policy in connection with taxation 
of savings and deficit spending. 

The author has done an excellent job 
and his book should be read by everyone 
who has faith in and hope for the future 
of our American economy. Any honest 
thinking man familiar with our economic 
history knows that in America we have 
built the finest economy and given our 
people the highest standard of living the 
world has ever known. This leading eco- 
nomic position has been achieved through 
our industrial system which has utilized 
the ingenuity and capacity of our people 
and our great sources of raw material. If 
we are to maintain our position and con- 
tinue to progress both economically and 
industrially, we must through educational 
means expose the danger of saboteuring, 
social dreamers, and books and pamphlets 
of this nature will contribute a great deal 
in this direction. 





While the book is supposedly written 
for the intelligent layman and not for the 
professional economist, it is still a little 
bit heavy for the average man. No book 
on overall economic problems, well 
sprinkled with big words, can hope to 
convey the message to the average man on 
the street. It is hoped that there will be 
other books or pamphlets written in more 
simple language that will convey these im- 
portant messages to a larger percentage of 
our population. 

Reviewed by WM. HERBERT CARR, 
Controller, California Packing Corpora- 
tion, San Francisco. 


Tax Problems Analyzed 


PROCEEDINGS OF THE FOURTH 
ANNUAL INSTITUTE ON FEDERAL 
TAXATION. Published by New York 
University, Washington Square, New 
York 3, N. Y. $20.00. 

The fourth annual Institute on Federal 
Taxation, which is one of a series con- 
ducted by New York University, pro- 
duced seventy-three papers on various as- 
pects of federal taxation problems. These 
constitute the contents of this worthy tome 
of some one thousand pages. Among the 
many subjects covered are Section 722, 
Section 102, War Loss Recoveries, Estate 
and Tax Planning, Tax Administration, 
Federal Gift Taxes, Pension and Profit 
Sharing Trusts and many other subjects of 
like import. Controllers and financial off- 
cers will be particularly interested in one 
of the papers, on Organization and Pro- 
cedure in Corporation Tax Departments, 
whose author, M. E. McDowell, has 
spoken frequently at meetings of the Con- 
trollers Institute of America. 

- Reviewed by PAUL HAASE 


Curbing Losses 


EMBEZZLEMENT AND INTERNAL CON- 
TROL. By Albert E. Keller. Published by 
Warner-Arms Publishing Company, Wash- 
ington, D. C. 240 pages. , 

Described as a “cautionary” for the business 
man, Mr. Keller’s book is written in non-tech- 
nical language and covers such matters as in- 
ternal controls of petty cash, postage, cash 
sales, customers’ and employees’ accounts re- 
ceivable, purchase invoices, cash discounts al- 
lowed, night work, outside activities of officers 
and employees, and like matters. A number of 
concise statistical tables and case histories in 
connection with the chapters provide additional 
pertinence for the text. There is, likewise, a 
short concluding chapter on the advantages and 
the functions of an internal audit department. 

With newspapers repeatedly carrying items 
about defalcations of one kind and another, 
this book can serve a good purpose both as a 
“refresher” and as a worthy text for recom- 
mendation by controllers and financial officers 
to their assistants who are responsible for the 
topics it covers. 

Reviewed by PAUL HAASE 
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Publication Is Aimed at 
“Middle Management” 


A new publication entitled ‘The Clarkson 
Letter,” which is intended to give a broader 
knowledge and better understanding about 
business, economic and governmental problems, 
has been inaugurated by the Department of 
Business Administration, at Clarkson College 
of Technology, Potsdam, New York. Accord- 
ing to Mr. Leonard J. Bisbing, editor of the 
publication, it is directed to the ‘Middle 
Management” group, including supervisors, 
foremen, staff members and junior executives, 
who have little opportunity of obtaining fac- 
tual knowledge and do not have definite opin- 
jons relating to current problems. It is the 
hope of the publishers that the ‘Clarkson 
letter” will stimulate thinking and thereby de- 
velop better citizens and better employees. 

Among the subjects covered in the first issue 
were labor problems, federal debt, war pension 
payments, business failures and kindred mat- 
ters, including a digest of observations on “Pro- 
duction . . . Or Price Control’’ by Mr. Robert 
A. Seidel, vice-president and comptroller of 
the W. T. Grant Company, New York. Mr. 
Seidel is a member of the Controllers Institute 
of America, and spoke on this subject at the 
recent Eastern Regional conference of The In- 
stitute, in New York. 


Accounting Articles in “Review” 


“Combining the Forecast and Flexible Budg- 
ets,” is the subject of an article by R. P. Mar- 
plein the April, 1946, issue of ‘The Account- 
ing Review.” Other articles include: ‘Air 
Transport Accounting’ by Louis E. Zraick, 
“Significant Contributions of Modern Internal 
Auditing to Management” by Curtis T. At- 
kisson, and “Another Look at Cost or Market 
Whichever Is Lower,’’ by George R. Husband. 
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Accounting and Tax Articles 


Articles of interest to controllers and finan- 
cial officers in the 1946 issue of “The New 
York Certified Public Accountant,” include: 
“The Changing Tax Laws of New York State,” 
by J. B. C. Woods, C.P.A.; “Activities and 
Procedure of the Special Investigations Bu- 





365 


reau,’ by Nathan H. Mitchell, C.P.A.; “‘Na- 
tional Conference of Lawyers and Certified 
Public Accountants,’ by David F. Maxwell and 
William Charles; “Allocation of Income Under 
New Article 9-A of the State Franchise Tax 
Law,” by Honorable Alger B. Chapman; and 
“Significant Income Tax Decisions of 1945,” 
by Peter Guy Evans, C.P.A. 


Get This Important NEW.. Tested .. Time Saving Book 








Practical Help 
To Many Kinds of 
Businesses 


This book will be spe- 
cifically useful to those 
who are engaged in in- 
stalment selling, both re- 
tailer and manufacturer; 
to those making direct for 
loans to individuals; to 
executives of finance 
companies, banks and 
other agencies concerned 
with time-payments. 
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The book gives complete 
derivations, including proofs 
of accuracy; covers important 
operating 


Instalment Mathematics 
Handbook 


Bare practical handbook covers all the regular and spe- 
cial calculations in instalment financing and time- 
payment liquidations necessary in‘ the transactions of 
both small and large companies and institutions engaged 
in such fields. 


By Milan V. Ayres 


Gives Tested Formulas and Derivations 
Experience-tested formulas, 
classified into groups for easy 
application to many special 
assure 
of procedure, avoidance of re- 
peated: lengthy computations. 
Practical examples are given 
formula, 
how answers are obtained. 


proper distribution of earn- 
ings on transactions; capital 
requirements; etc. 

Contains procedures devel- 
oped from author’s 15 years’ 
in this field. Ayres is a Con- 
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General Manager of Natl. 
Assn. of Sales Finance Com- 
panies, and Analyst, Ameri- 
can Finance Conference. 
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INSTITUTE 


ACTIVITIES 








Institute Releases Bulletin 
On Section 722 Proposals 


A special bulletin regarding the proposed 
new procedure for the handling of applica- 
tions for relief under Section 722 of the In- 
ternal Revenue Code, was released on May 10 
by the Controllers Institute to its membership. 
The information set forth in the bulletin was 
made available to The Institute by courtesy of 
Charles B. McInnis of the law firm of Rob- 
erts and McInnis, Washington, D. C. It con- 
stituted an analysis and digest of a hearing 
on May 7 before the joint committee on In- 
ternal Revenue Taxation, by Hon. Joseph D. 
Nunan, Jr., commissioner of internal revenue. 
In his appearance, Commissioner Nunan pre- 
sented a plan which would establish in Wash- 
ington a special board of fifteen members, with 
broad experience in accounting, tax law or 
economics. The members will be appointed by 
the Commissioner of Internal Revenue partly 
from existing bureau personnel and partly 
from outside the bureau and will be directly 


responsible to the Commissioner. There will 
also be appointed from the membership of the 
board, an executive committee which will be 
primarily responsible for matters of interpreta- 
tion, policy and procedure. : 

The Section 722 board will function in a 
dual capacity: 

1. It will take over the functions now exer- 
cised by the Audit Review Division of the 
Income Tax Unit with respect to 722 cases. 

2. It will act as an appellate body reviewing 
and reconsidering cases in which the parties 
have been unable to arrive at an agreement in 
the field. 

The Institute's bulletin emphasized that 
there still rests upon the applicant taxpayers 
the heavy burden of proving: 

1. That it is entitled to relief, 

2. The amount of relief to which it is en- 
titled. 

Nothing in the new procedure, Mr. McInnis 
pointed out in the bulletin, shifts this burden 
to the Commissioner of Internal Revenue or 
to the proposed board. 


Los Angeles Control Observes 
Tenth Anniversary 


A special meeting to commemorate the 
tenth anniversary of the Los Angeles Control 
of the Controllers Institute, was held on May 
17 in the Marine Room of the Jonathan Club 
and featured a number of special events in- 
cluding an address by Charles A. Packard, a 
national director of The Institute, who is 
vice-president and controller of Worthington 
Pump and Machinery Corporation, Harrison, 
New Jersey. Mr. Packard flew to Los Angeles 
for the special meeting to replace The Insti- 
tute’s national president, Edwin E. McCon- 
nell, who was forced to change his plans 
shortly before the meeting date. The program 
opened with a cocktail hour featuring musical 
selections and was followed by dinner at which 
Robert E. King, president of the Los Angeles 
Control, was toastmaster. 

A brief address was presented by Rodney S. 
Durkee, past national president of The In- 
stitute, who was present on May 21, 1936, 
when he was serving as national president and 
was guest speaker at the Control’s first meet- 
ing, in addition to formally presenting the 
Control with its charter. The Los Angeles Con- 
trol was the ninth to be organized within The 
Institute, which now numbers thirty-six local 
Controls. 

In addition to Mr. Durkee, observations 
were presented by Wesley Cunningham and 
Frank L. King, past national directors, and 
Homer E. Ludwick, who is currently serving 
as a member of the National Board of Di- 
rectors of The Institute. 

Sixty-five members of the Los Angeles Con- 
trol were present and with the exception of 
the head table, were seated in groups accord- 
ing to the year in which they became mem- 
bers of the Controllers Institute. 

Those seated at the head table were: Mr. 
Charles A. Packard, National Director; Mr. 
Robert E. King, President; Mr. Wesley Cun- 
ningham, past national director; Mr. Rodney 
S. Durkee, past national president; Mr. Frank 
L. King, past national director; Mr. Homer 
E. Ludwick, national director; Mr. Walter H. 
Wiese, first president of Los Angeles Control; 
Mr. D. E. Browne, vice-president; Mr. Rollin 
E. Ecke, vice-president; Mr. Dwight A. Moore, 
secretary and treasurer; Mr. Fred H. Brown, 
director; Mr. Roger W. Leason, director; 





Mr. Louis A. Williford, director, and Mr. 
Edwin E. Balling, chairman, Arrangements 
Committee. 

To symbolize the occasion, there was a 
birthday cake cutting ceremony in which Mr. 
Durkee made the first cutting. 

The Los Angeles Control which now num- 
bers 99 members, began operation in 1936 
with ten charter members. They included: 

Wesley Cunningham, General Petroleum 
Corporation; James T. Durkee, General Pe- 
troleum Corporation; George Fay, Hyaril 
Company; George H. Forster, Union Oil Com- 
pany; Ernest N. Puetz, Emsco Derrick and 
Equipment Company; Ralph J. Reese, Adohr 
Milk Farms; Herbert T. Short, Bekins Van 
& Storage Company; Clyde A. Warne, Cali- 
fornia Consumers Corporation; Walter H. 
Wiese, Byron-Jackson Company; and J. C. 
Yarbrough, Los Angeles Railway. 

Mr. Wiese, who became a member of The 
Institute in May, - 1935, was highly instru- 
mental in the establishment of the Los Angeles 
Control and served as its first president during 
the 1936-1937 term. His successors as presi- 
dent of the Control have been: 


George Fay, 1937-1938; Herbert T. Short, 
1938-1939; H. S. Bergstrom, 1939-40; J. C. 
Yarbrough, 1940-41; Clyde A. Warne, 1941- 
42; H. E. Ludwick, 1942-43; Edwin E. Ball- 
ing, Jr., 1943-44; Fred H. Brown, 1944-45. 


The present officers of the Control] are: Rob- 
ert E. King, president; D. E. Browne, vice- 
president; Rollin E. Ecke, vice-president; and 
Dwight A. Moore, secretary and treasurer. 

The Directors of the Control are F. E. 
Brown, Rollin E. Ecke, Roger W. Leason, 
D. E. Browne, Robert E. King, Dwight A. 
Moore, and Louis A. Williford. 


Minimum Wage Increase Needed, 
Walling Says 


An increase in the minimum wage affecting 
workers in interstate commerce is necessary to 
bring the standard of living of the lower paid 
workers to the level intended by Congress when 
it enacted the Fair Labor Standards Act of 1938, 
L. Metcalfe Walling, Administrator of the 


June 26 Meeting at Bradford, Pa., 
To Consider Local Organization 


A meeting of controllers and financial 
officers in the Bradford, Pennsylvania 
area, has been set for June 26 at the 
Pennhills Country Club, near Bradford 
to consider the possibility of establish. 
ing a branch or sub-control of the Buf. 
falo Control of The Institute. A repre- 
sentative delegation of members from 
Buffalo are expected to be in attendance 
at the meeting, which is being organized 
by S. E. Bradley, controller of Dresser 
Manufacturing Division, Dresser Indus- 
tries, Inc., of Bradford, Pennsylvania, 
In addition, Mr. Arthur R. Tucker, man- 
aging director of The Institute, is ex. 
pected to be the featured speaker. The 
program calls for a program of golf 
during the afternoon, followed by a so- 
cial hour and dinner which will precede 
the meeting. 











Wage and Hour and Public Contracts Divisions 
of the U. S. Department of Labor, told the New 
York City Control of the Controllers Institute 
of America on February 13. 

“Since 1938 the dollar has sharply declined 
in purchasing power so that in real wages the 
40-cent minimum achieved for 20,000,000 cov- 
ered workers by July, 1944 represents markedly 
less than when the Act became effective in 
1938,” he said. As far as the worker is con- 
cerned, Mr. Walling declared, family budget 
requirements are considerably greater than 
$1300, the yearly equivalent of a 65-cent mini- 
mum provided for in Senate bill 1349, a pro- 
posed amendment to the Act. 


Budgets and Public Hearings 


The value of a public hearing depends 
largely upon the budget information given 
to the citizens. When this information is pre- 
sented in such a manner that citizens can 
understand it and discuss it intelligently, pub- 
lic hearings can be made an effective medium 
through which taxpayers may express their 
opinions about proposed financial policies. 
By analyzing the tentative budget and by 
making recommendations on the basis of 
its findings, a special taxpayer or other Civic 
organization can stimulate intelligemt citizen 
participation in a budget hearing. 

In order to arouse stronger public interest 
in the proposed budget a few cities have con- 
ducted hearings in different parts of the com- 
munity. The meetings are held while the 
council is considering the tentative budget 
and are presided over by the mayor or budget 
director, who speaks about proposed fiscal 
policies and invites questions and criticisms. 
Such meetings have met with success, espe 
cially in larger cities where it is usually more 
convenient for citizens to attend a neighbor 
hood meeting than one at some central point. 

Citizens attending a budget hearing may be 
divided in their interests. Although in favor 
of reduced taxes generally, certain groups 
may want increased expenditures for certain 
departments. A number of such groups caf 
effectively sabotage any economy program. 
It is, therefore, imperative that the taxpayet 
who is unassociated with a “spending” group 
attend the budget hearing and demand ford- 
bly a constructive program of economy. Any 
organized citizen request for high expendi- 
tures should have as its prerequisite an eff 
ciency appraisal of the activity in question. 
Very often citizens will find that they can se 
cure the needed improvements without an 1 
crease and perhaps even a reduction in costs. 

—Tax Foundation 
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High Taxes Hit Incomes, 
Cut Capital Flow 


President Truman has been running in 
the red. He has said he expects to be in 
debt about $100,000 when he goes out 
of office. The answer should be simple. 
If the President is underpaid to the ex- 
tent of $25,000 a year, why not raise 
his salary ? 

“The catch is that because of high fed- 
eral income tax rates it would take a raise 
of $125,000 to give him $25,000,” the 
Citizens’ National Committee states. 

“Of course the President is not alone 
in his plight. High tax rates have hit 
large incomes—and those that aren’t so 
large, too—and hit them hard. 

“When you consider the higher tax 
rates, plus the climb in living costs, a 
married man with two children who 
earned $5,000 in 1939 has to make over 
$7,500 in order to break even. A $15,- 
000 man needs $30,000 to hold his own. 
Because of the steep ‘rates on higher 
brackets, the situation gets worse further 
up the scale.” 

A table, prepared by Raymond E. 
North, of Haskins and Sells, shows what 
is happening, tax-wise, to upper bracket 
taxpayers under present federal and state 
income and death taxes. A $50,000 man 
who doubles his income gets to keep only 
$11,541 of the second $50,000. Out of 
a third $50,000 he could keep only $7,- 
432, and out of a fourth, $6,951. 

About the time of the third or fourth 
$50,000 he may ask himself, “Why 
should I work harder for another $7,- 
000?” and retire to Florida. 

Of the man who makes $50,000 a 
year for 20 years, as shown in Table II. 
His living costs him $15,000 a year, 
and he saves what he can, after federal 
and state income taxes. All told, after 20 
years he has accumulated $189,520. If 
he dies then, federal and state death 
taxes take $31,000. Maybe he says, “Why 
should I save money? The tax collector 
will get most of the income from my 
investments, and hit me after I die.” 

Many economists insist that this is just 
what has been happening. They point 
out how necessary it is to encourage the 
flow of capital to business. A Depart- 
ment of Commerce official not long ago 
suggested establishing some sort of tax 
incentive system for business executives. 
Something must be done, it is said, or 
taxes will kill the goose whose golden 
€ggs maintain the job-producing enter- 
Ptise system. 


* * * 


In terms of capital investment, telephones are 





the third largest public utility in the country 
ter electric power and transportation). A 
Twentieth Century Fund survey says that more 
than 80 per cent. of the telephones in the United 
States are operated by one system. About 6,500 
independents account for the other 20 per cent. 
of the total telephones operated. 
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A Twentieth Century Fund report shows 
that the war has turned India into one of the 
great industrial nations of the world. The 
number of industrial workers increased from 
1,737,000 in 1938 to 2,727,000 in 1940, 
roughly 57 per cent. By the middle of 1942, 
the production of steel had reached the rate 
of 1,250,000 tons a year. 





Positions Wanted 











Assistant Treasurer 
Experienced accountant-administrator. Free 
to travel, married. Available July 1. Address: 
Box 603. “The Controller,” One East Forty- 
second Street, New York 17, N. Y. 


Financial Executive—Budget Officer— 
Assistant Controller 


Former college instructor in economics and 
statistical methods; sound knowledge of and 
experience in application of management prin- 
ciples; special experience in executive reports, 





367 


budgeting and all phases of fiscal adminis- 
tration. Immediately available. Age 29. Uni- 
versity graduate. Address: Box 604, “The Con- 
troller,” One East Forty-second Street, New 
York 17, N. Y. 





Positions Open 











Divisional Controller 
Large company in processing industry seeks 
a controller for a division with sales of about 
$30,000,000. Should have had similar experi- 
ence. Age under 43. Salary $10,000 to $12,000. 
Address: Box 595, ‘““The Controller,” One East 
Forty-second Street, New York 17, N. Y. 


Property Accountant 


Large company with widely scattered opera- 
tions seeks property accountant with engineer- 
ing degree and similar experience with a large 
company. Salary open. Address: Box 596, ‘““The 
Controller,” One East Forty-second Street, 
New York 17, N. Y. 


OFFICE MACHINES BECOMING 


Available! 


Calculators 


WAR SURPLUS 
OFFICE MACHINES 


Typewriters 


Addressographs 


Ediphones 


Mimeographs 








The Famine is about ended! Famous 
makes of office machines, the by- 


words of efficiency, are obtainable 


: now, if you contact the country’s 


Comptometers 


Dictaphones 


leading rebuilders of this equip- 


ment. Every machine is tested and 


. guaranteed to look and run like 


Multigraphs 


Bookkeeping 


Billing 


new. We operate nationally. Where- 
ever you are phone or write. We 


can help you now. 


INTERNATIONAL OFFICE APPLIANCES, INC. 


326-330 BROADWAY , 


NEW YORK 7, N. Y. 
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Low Interest Rates Causing 
Vast Credit Inflation 


The particular Aladdin’s lamp that pro- 
duced the present low rate of interest has 
been rubbed the wrong way. The result is 
not prosperity and fortune, but large-scale 
inflation of credit. This has brought about 
a lowered Federal Reserve ratio, a dilution 
of bank capital as against liabilities and a 
weaker backing for obligations to mem- 
ber banks and the public. 

These points are brought out by Harley 
L. Lutz of Princeton University in a re- 
cent article. 

From a level above 4% in the early 
twenties, he continues, interest rates 
dropped a little below 4% in 1930, still 
further by 1940 and are currently below 
2%. 

The reason interest rates declined is be- 
cause the supply of credit was so great, 
the price of it dropped: a simple case of 
supply greater than demand. Here is the 
story. There was a lack of suitable bank 
investment paper other than government 
securities, hence these have become the 
chief asset of the banking system. And, 
since Reserve Bank policy has been to buy 
government securities not sold to other 
investors, the more they bought, the 
greater their credit became. The excess re- 
serves, which are the balances carried by 
member banks in the Federal Reserve sys- 
tem, were greatly increased due mostly to 
the large stock of monetary gold. The 
gold stock increased from some $4 bil- 


lion in 1933 to almost $23 billion in 
1941, and is currently over $20 billion. 
As a result of these factors, Reserve Bank 
credit was tremendously expanded, in- 
creasing from about $21/, billion in 1941 
to over $25 billion in December 1945. 
These inflationary procedures depressed 
the interest rates. 

Interest rates remain low because price 
control has so far kept the lid on the 
cauldron of inflation. The government 
policy to maintain low interest rates thus 
indicates that there will be continued price 
control, and this along with the govern- 
ment policy of increasing wages, is likely 
to make for a slowdown in production. 
That in turn will fan the fire under the 
pot and thereby justify further govern- 
mental restraints in the effort to keep 
down the interest rate. 

And this is the main point—not 
whether the interest rate is high or low, 
but how it becomes what it is and why it 
stays at any given level. A low rate 
would be good as long as it was the result 
of a free and open money market. The 
idea that an induced low rate is beneficial 
is another fallacy in the getting- something- 
for-nothing series. Abuse of the banking 
power like abuse of the fiscal | pir 
through juggling, sleight-of-hand, and 
such, may pull a rabbit out of the hat, 
but it will be Harvey, the rabbit who 
wasn't really there. 











PHILADELPHIA ° 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO e 





LOS ANGELES 














































Inflation Control Proposals 
Advanced by Aldrich 


Five measures for the control of infla. 
tion, representing the orthodox approach 
to the problem, were presented by Win- 
throp W. Aldrich, chairman of the Board 
of Directors of the Chase National Bank 
New York, before the annual convention 
dinner of the Illinois Bankers Association 
in St. Louis, on May 2nd. Pointing out 
that the course of action he advocated was 
the only way to “maintain the private en. 
terprise system which, in the economic 
field, is the counterpart of democratic ac. 
tion in the political field,” Mr. Aldrich 
proposed the following: 


1. Stimulating production and reduc 
ing unit costs of production by appro- 
priate policies on the part of Governmem 
and business. 

2. The continued maintenance of tax 
rates at present levels and a careful review 
of all expenditures in order that the 
budget may not only be balanced in the 
fiscal year ending June 30, 1947 but that 
a surplus of tax receipts may flow into the 
Treasury. 

3. The refinancing of the floating debt 
through the issuance of long-term secu- 
rities at rates of interest attractive to non- 
bank investors. 

4. Relieving the Federal Reserve Banks 
of the need to maintain an artificial level 
and structure of interest rates. 

5. Reducing the volume of Govern- 
ment securities held by commercial banks 
by use of surplus cash receipts of the 
Treasury and by refunding operations. 


“An important by-product of the pro- 
posed policies is that the dollar will com- 
mand greater confidence. Individual in- 
vestors will have greater confidence in the 
dollar as a standard of deferred payments 
and will purchase fixed-income securities 
with greater assurance. The average citi- 
zen will be more willing to hold his Gov- 
ernment obligations and less eager to take 
refuge in investments regarded as a hedge 
against inflation. Foreigners will have 
more confidence in the dollar as an in- 
ternational currency, in terms of which in- 
ternational trade can be financed. The 
dollar can then justly take its place as the 
standard currency of the world. 

“The control of inflation is the respon- 
sibility of all groups in the community. 
Every citizen has the responsibility of 
protecting legislators against the impot- 
tunities of vested interests. Consumets 
should be impressed with the necessity 
of limiting their purchases to articles ut 
gently needed and of avoiding panic buy- 
ing. Individual holders of Government 
securities should be made fully aware of 
the importance of retaining their hold- 
ings and of increasing them to the great: 
est possible extent. All wage earners and 
producers have the responsibility of not 
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exploiting short-run market advantages 
to the long-run detriment of the commu- 
nity. The Government itself has the re- 
sponsibility of maintaining the full in- 
trinsic value of its obligations. 

“As bankers we, too, have a distinct 
responsibility. We must make sure that 
bank credit is extended on a sound basis 
and is extended to facilitate production 
and not speculation. We must maintain 
high qualitative standards in the exten- 
sion of loans. We must encourage our 
depositors to retain rather than to spend 
their savings. 

“The program I have outlined for the 
control of inflation calls for great courage 
and self-denial. But courage and self-de- 
nial are qualities which have never been 
found wanting in the character of the 
American people.” 








CURRENT REVIEWS 


ol 








UNRRA Explained 


“FIFTY FACTS ABOUT UNRRA,”’ avail- 
able from United Nations Relief and Rehab- 
ilitation Administration, 1344 Connecticut 
Avenue, Washington 25, D. C. 

This 35 page pamphlet presents important 
facts about UNRRA, through pictures taken 
at the scenes of operations, through headlines, 
and through detailed commentary. The 
pamphlet is available direct, without charge. 


Jobs and Workers 


PLANNING FOR JOBS. Edited by Lyle Fitch 
and Horace Taylor, Columbia University. 
Published by The Blakiston Company. 463 
pages. $3.75. 

This volume is a study of the constructive 
proposals and suggestions submitted a few 
years ago in connection with the Pabst Post- 
war Employment Awards. The book is an in- 
dex, in a way, to public thinking about the 
main issues of employment policies since it is 
based upon nearly 36,000 entries in the contest, 
submitted by people representing all income 
gtoups and a variety of occupations. 

In addition to introductory chapters on em- 
ployment in the modern economy and on what 
America thinks about the job problem, the vol- 
ume considers suggestions made regarding tax 
reforms, low-cost investment funds, the promo- 
tion of small business and of construction and 
other industries, abolition of restrictive prac- 
tices in business, including patent reforms, con- 
sumer subsidies, fiscal programs, market pro- 
grams, labor mobility, general wage and labor 
union reforms, as well as a final section on 
economic policy and the government. 


A PROGRAM FOR PERSONNEL ADMIN- 
ISTRATION. By J. J. Evans, Jr. Published 
by McGraw-Hill Publishing Company. $1.50. 
The general personnel manager of Arm- 

strong Cork Company, who is the author of 

this 95-page book, dedicates it “to the many 
others in the same quandary” regarding person- 
nel administration. In the course of his pages, 

Mr. Evans considers personnel relations, con- 

tractual labor relations, public relations, and 

programs of personnel administration. 

In addition to tackling an important subject, 
the author has had both the courage and the 
ability to avoid the verbiage of the theorists. 
He has packed much content into a short space, 
ma done it with understanding and cheerful- 


Reviewed by PAUL HAASE 
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: Uo Comte abbot ty Qo 
witheudt Tron 
Even in a small business like mine... 


a Friden Fully Automatic Calculator 


is a MUST. Accurate answers are 


needed when you check invoices, take 


discounts, figure freight costs per item, mark-up 


x 
¥ 


‘ 
compute sales taxes, analyte\. 


financial statements and \& 
work miscellaneous addi- 
tion and subtraction problems. 


Do as I did, telephone your local F 


Agency for a demonstration on your own werk.” 





Priden Mechanical and Instructional Service is available in approximately 250 
Company Controlled Sales Agencies throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CoO., INC, 


HOME OFFICE AND PLANT * SAN LEANDRO, CALIFORNIA, U.S.A, * SALES AND SERVICE THROUGHOUT THE WORLD 
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MEETINGS OF CONTROLS 








ATLANTA 
Topic: BANKING 
“Current Trends in Banking Business” was 
discussed by Mr. J. Arch Avary, Jr., vice- 
president, First National Bank, at the April 
23 meeting of the Atlanta Control, which was 
conducted at the Piedmont Hotel. 


BALTIMORE 
Topic: WAREHOUSING 
The May 8 meeting of the Baltimore Con- 
trol featured a talk by Mr. Robert L. Gordon, 
vice-president, Lawrence Warehouse Company 
of New York, whose subject was ‘““Warehous- 
ing’s Role in the Financing of Inventories.” 


BOSTON 
ANNUAL OUTING 
The Boston Control held its annual outing 
on May 21 at the Weston Golf Club. The 
program consisted of golf and tennis in the 
afternoon and dinner in the evening, after 
which the election of new officers for the 
1946-47 fiscal year was held. 


BRIDGEPORT 
ELECTION OF OFFICERS 
Following the custom established in previ- 
ous years, the Bridgeport Control held no 
technical meeting on May 24. The brief busi- 
ness session was followed by an evening of 
relaxation and fun. The election of officers and 
directors also took place on that occasion, 
which was held at the Stamford Yacht Club. 
A member of the firm of Griffenhagen 
& Associates, management consultants, Mr. 
Charles R. Simmons, discussed “Item Identifi- 
cation” at the May 1 meeting of the Bridge- 
port Control, held at the University Club. 
Mr. Simmons, recently returned from a trip 
to South America, spoke from experience and 
authority. 


CHATTANOOGA 
Topic: STATEMENTS 
The May 7 meeting of the Chattanooga Con- 
trol was conducted as a round-table discussion, 
at which Mr. Marion W. Morris, controller, 
E-Z Mills, Inc., acted as leader. All the mem- 
bers participated at this meeting which con- 
sidered the subject of “Operating Statements.” 


CHICAGO 
Topic: FUTURE 
The Chicago Control featured a talk by 
Mr. Clinton Davidson, president of Manage- 
ment Planning, Inc., New York City, and 


founder of Fiduciary Counsel, Inc., on “Pre- . 


paring for the Uncertain Future.” Mr. David- 
son, who is nationally known as an author and 





YOUR ANNUAL REPORT 


graphically portrayed, tells a story 
readers will not overlook. 


For a complete statistical and 
gtaphic presentation service, call 


CHART-FACTS 
177 Broadway New York 7, N. Y. 
Whitehall 4-7050 


Illustrated Brochure on Request—No 
Obligation 
Out-of-town inquiries invited 











speaker on business and financial subjects, has 
appeared, during the past seven years, before 
the Ways and Means Committee of the House 
and the Finance Committee of the Senate, mak- 
ing recommendations regarding improvements 
in the tax law. The meeting was held at the 
Union League Club on May 21. 


CLEVELAND 
Topic: REPORTS 
A panel discussion on annual shareholders 
and employee reports featured the May 14 
meeting of the Cleveland Control at the 
Cleveland Hotel. The meeting which was re- 
stricted to members only, was led by Mr. 
George Cuddy of the Di-Noc Manufacturing 
Company. 


DALLAS 
Topic: TAXES 
For its April 23 meeting, the Dallas Control 
presented an address by Mr. Lewis E. Frensley, 
assistant controller of the Magnolia Petroleum 
Company, who spoke on “Taxes as Related to 
Controllership.” Mr. Frensley’s long experi- 
ence and varied background in this subject, 
made him a qualified and _ well-received 
speaker. 


DAYTON 
PLANT VISITATION 


Members of the Dayton Control were in- 
vited to visit the St. Mary’s plant of the 
Weston Paper and Manufacturing. Company, 
by Mr. C. D. Altick, president and general 
manager of the company, on May 17. After the 
visitation, the company played host to the 
members and provided an excellent dinner. 

Mr. J. Warren McCaffrey, of National Metal 
Trades Association, presented before the mem- 
bers of the Dayton Control, a discussion on 
“Guaranteed Annual Wage and Salary,’’ at the 
May 9 meeting, held at the Van Cleve Hotel. 
Mr. McCaffrey’s professional experience com- 
prises twenty years in industrial and labor re- 
lations and manager of industrial relations for 
Armour Institute of Technology, in addition to 
other responsible posts. A question and answer 
period followed the presentation. 


DETROIT 
Topic: BUSINESS TODAY 


The Detroit Control climaxed the last for- 
mal meeting of the year with a talk by Mr. 
H. A. Lyon, economist and public relations 
counsel, who discussed “Economic Background 
of Business Today.” Mr. Lyon was a very 
qualified speaker on the subject, having coun- 
seled a number of large industrial organiza- 
tions, and for several years as economist with 
Bankers Trust Company in New York and 
First National Bank in Boston. 


DISTRICT OF COLUMBIA. 
Topic: HUMAN RELATIONS 
“Human Relations in Management,” was 
presented by Dr. Henry F. Hubbard at the 
May 28 meeting of the District of Columbia 
Control, held at the Carlton Hotel. Dr. Hub- 
bard is a well qualified speaker on this timely 
subject, having had extensive experience in 
the field of personnel relations, and being 
chairman of the Board of Editors of ‘Public 
Personnel Review,” and president. of the 
Civil Service Assembly of the United States 
and Canada. 


HARTFORD 
Topic: MULTIPLE MANAGEMENT 
Because McCormick and Company of Balti- 


more organized a Junior Board of Directors 
to stimulate and develop the managerial abjj. 
ities of its executives, the Hartford Contro| 
devoted its May 16 meeting to a discussion 
of “Multiple Management.” Much of the suc. 
cessful progress made by this company is at. 
tributed to the contributions of multiple 
management. In conjunction with this pre. 
sentation, a film was shown to better demon. 
strate its advantages, and was subsequently 
followed by a question and answer period, 


HOUSTON 
Topic: UNEMPLOYMENT 
A talk by Mr. Joseph K. Wells, assistant 
director, Texas Unemployment Compensation 
Commission, was featured at the April 23 
meeting of the Houston Control. 


INDIANAPOLIS 
Topic: MONETARY PROBLEMS 


Mr. Harry Sauvain, professor of finance, 
School of Commerce, Indiana University, 
was the featured speaker at the May 22 meet. 
ing of the Indianapolis Control, held at the 
Lincoln Hotel. The subject discussed was 
entitled “Some Monetary Problems Abroad 
and at Home.” 

Mr. Arthur Balfanz, director of personnel, 
American-Marietta Company, Chicago, ad- 
dressed the members of the Indianapolis Con- 
trol, on April 24, on the “Value of Public 
Speaking to the Business Man.” The meeting 
was held at the Lincoln Hotel. 


KANSAS CITY 
ROUND TABLE DISCUSSION 


A round table discussion of current topics of 
importance and interest to controllers and 
financial officers of corporations, was the fea- 
ture of the May 13 meeting of the Kansas City 
Control, following a change of plans when the 
speaker scheduled to present “Changes in the 
Missouri Tax Law’ was forced to cancel his 
engagement for the meeting. 


LOUISVILLE 
Topic: ANNUAL REPORTS 

“Designing the Annual Report to Fit a 
Special Purpose” was the subject presented 
for discussion at the May 29 meeting of the 
Louisville Control, which was held at the 
Kentucky Hotel. The speaker for the occasion 
was Mr. Phillip H. Nolan, president of B. F. 
Avery and Sons Company. 


SPECIAL MEETING 
Mr. Louis J. Bosse, managing director of 
Associated Industries of Senet, addressed 
the members of the Louisville Control at a 
special meeting on May 2nd at the Seelbach 
Hotel, on “Current Legislation.” Mr. Paul 
Haase, assistant secretary of The Institute, 
who was also present discussed the past, pres- 
ent and future programs of The Institute. 


MILWAUKEE 
Topic: INSURANCE 
"Controller's Responsibility for Insurance 
Protection” was the subject presented by Mr. 
Patrick M. Gahagan, vice-president of the T. E. 
Brennan Company, with which firm he has 
been connected for seventeen years, at the May 
14 meeting of the Milwaukee Control. 


NEW YORK CITY 
ANNUAL MEETING 
The annual meeting and election of officers 
and directors of the New York City Control 
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took place on May 28 at the Hotel New 
Yorker. Climaxing its year of activity, the pro- 

included a short business session fol- 
Jowed by entertainment, featuring some of the 
top artists in the entertainment field. 


PHILADELPHIA 
Topic: CONTROLLERSHIP 


The Philadelphia Control devoted its con Oo 
meeting to a discussion entitled ‘Responsibil- 
ity of Controller to Management and Dis- 
cussion of Controllers’ Problems.” The meet- 
ing, which was restricted to members only, had 
Mr. Thomas S. Lever, as discussion leader. It 
dealt with the duties of the controller and his 
responsibility to top management, as well as 
the role played by him in forming company 
policies and other important obligations. 


PITTSBURGH 
Topic: INSURANCE 
Mr. Earl W. Harrington, vice-president and 
chief engineer of Manufacturers Mutual Fire 
Insurance Company of Providence, Rhode Is- 
land, was the speaker at the May 20 meeting 
of the Pittsburgh Control. He presented for dis- 
cussion “Recent Changes in Insurance Cover- 
age.” The speaker covered various phases of 
insurance and presented a first hand account 
of the subject. The meeting was conducted at 
the Duquesne Club. 


PORTLAND 
Topic: SOCIAL SECURITY 
“Social Security Issues” was the subject 
discussed at a round table conference held 
by the Portland Control on May 17, at which 
Mr. Henry Wade and Mr. D. H. Cameron 
acted as discussion leaders. Mr. Cameron, is 
supervisor of contributions of the State Un- 
employment Compensation Commission. The 
presentation of this topic is in compliance 
with a request by Mr. Thomas L. Evans, 
chairman of the Committee on Social Se- 
curity of The Institute. 


ROCHESTER 
Topic: MANAGEMENT 
Mr. James F. Welsh, secretary, McCormick 
and Company, Incorporated, Baltimore, pre- 
sented a discussion on “Multiple Management” 
at the April 24 meeting of the Rochester Con- 


trol, held at the Sheraton Hotel. The discus- ‘ 


sion was supplemented by slide films entitled 
“Fifty Heads Are Better Than One,” and rec- 
ords which served to demonstrate how this 
method functions at the McCormick Company. 
at ecg and answer period followed this 
eature. 


ST. LOUIS 
INDUSTRY 


Mr, James W. Irwin, senior partner of James 
W. Irwin and Associates, New, York, was the 
guest speaker at the May 28 meeting of the 
St. Louis Control at the Hotel Statler, and 
presented a discussion of “Meeting New At- 
tacks on Industry.” Formerly director of in- 
dustrial and public relations and assistant to 
the president of fhe Monsanto Chemical Com- 
pany, Mr. Irwin also served as editor of news- 
Papers in Madison, Wisconsin, Chicago and 
Denver, which field he left to become di- 
tector of public and employee relations of six 
of General Motors’ major divisions. Mr. Irwin 
1s presently co-authoring a book on this sub- 
jéct, soon to be published by the McGraw-Hill 
Book Company. 


SEATTLE 
Topic: PERSONNEL 

Two speakers high-lighted the May 23 
meeting of the Seattle Control, which was 
conducted at the Washington Athletic Club. 
ey are Mr. Walter J. DeLong, former Ad- 
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jutant General of the State of Washington, 
and now with the Weyerhaeuser Timber 
Company, and Mr. Harry Mohr, of the 
United States Veterans Bureau. The subject 
discussed by these two personalities was 
“Personnel and Employment Problems in the 
Controller's Department.” The wide experi- 
ence and background of the speakers, made 
the presentation an interesting and profitable 
one, 


SPRINGFIELD 
Topic: SOCIAL SECURITY 
“The Future of Social Security” was pre- 
sented as the subject for discussion at the 
May 21 meeting of the Springfield Control, 
which was held at the Sheraton Hotel. The 
speaker for the occasion was Mr. Richard 
Fox of the Colonial Oil Company of Boston. 
Mr. Fox has made a very extensive investiga- 
tion of the subject. 


SYRACUSE 
Topic: TRI-CONTROL MEETING 
The Syracuse Control joined the Rochester 
and Buffalo Controls in a Tri-Control meet- 
ing held in Rochester on May 24. A specially 
planned program was featured and members 
from the three Controls found it both enjoy- 
able and constructive. 


TOLEDO 
OPEN DISCUSSION 
The May 9 meeting of the Toledo Control 
was conducted in the form of round table dis- 
cussion at which all members participated 
and the major item discussed was the recent 
Midwestern Conference held at Detroit. The 
meeting, which was held at the Hotel Secor, 
also gave the members an opportunity to pre- 
sent their individual problems and sugges- 
tions were made for recommendations to the 
different companies. 


TWIN CITIES 
Topic: BUDGETS 


Mr. John R. Bartizal, controller, Clearing 
Machine Corporation, Chicago, and a member 
of The Institute, addressed the members of 
the Twin Cities Control on ‘“Management’s 
Use and Application of Operating Budgets,” 
at the May 7 meeting at the St. Paul Athletic 
Club. The speaker is well qualified to discuss 
the subject of “budgets,” being on the staff 
of Northwestern University as a lecturer on 
accounting and budgeting, and author of a 
text on the subject. 


WESTERN MICHIGAN 


Topic: FINANCIAL STATEMENTS 


“How a Certified Public Accountant Looks 
at Financial Statements’’ was presented for 
discussion by Mr. John G, Cotton, a partner 
of Seidman & Seidman, certified public ac- 
countants, Grand Rapids, Michigan, at the May 
1st meeting of the Western Michigan Control, 
held at the Peninsular Club. Mr. Cotton spoke 
on various types of financial statements and 
subsequently conducted a round table discus- 
sion on the subject. 


CPA Problems Published 


A recent publication of Ohio State Uni- 
versity, “Ohio C.P.A. Problems and Solu- 
tions,” has been made available for general 
distribution. It can be obtained from the Ohio 
State University Book Store, Columbus 10, 
Ohio. The price is $7.50 postpaid. The publi- 
cation was compiled by Dr. William E. Dick- 
erson, Mr. William B. Jencks and Mr. Rich- 
ard C. Rea. Messrs. Dickerson and Jencks are 
connected with the accounting department of 
the university and Mr. Rea is a practicing 
certified public accountant. 











Tri-Control Conference Held 
Despite Railroad Strike 


Despite the railroad strike, which para- 
lyzed the nation the night before, the an- 
nual Tri-Control Conference of the Roch- 
ester, Syracuse and Buffalo Controls was 
staged on May 24 in Rochester, under 
the auspices of the Rochester Control. 
The banquet, which was held at the 
Sheraton Hotel was preceded by a social 
hour. Dr. Mark Ellingson, president of 
the Rochester Institute of Technology, 
and president of the Rochester Chamber 
of Commerce, spoke on the subject, “Ed- 
ucation in an Age of. Technology.”” Dur- 
ing the afternoon a program of golf at the 
Brooklea Country Club, and a visit to 
the plant of the Bausch & Lomb Optical 
Company, were scheduled for those in at- 
tendance. Delegations from the Syracuse 
and Buffalo Controls came by automobile 
for the conference in the absence of rail 
accommodations. 
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| NEW MEMBERS ELECTED | 





By action of the Executive Committee on 
May 24, 1946, the applicants named below 
were elected to active membership in The In- 
stitute: 


J. E. ANDERSON 
Puget Sound Power & Light Company, Se- 
attle, Washington. 

WituiaM K. BEAN 
Reading Company, Philadelphia. 

FREDERICK E. BENTON i 
Philadelphia Transportation Company, Phila- 
delphia. 

GEORGE V. Buck, JR. 
Philadelphia Electric Company, Philadelphia. 

Eart H. CONWAY 
Public Service Company of Indiana, Inc., 
Indianapolis. 

LEon H. Cook 
New York Post, New York City. 

J. H. DEINLEIN 
Pusey & Jones Corporation, Wilmington, 
Delaware. 

GeEoRGE W. FOSTER 
International Telephone and Telegraph Cor- 
poration, New York City. 

FREDERICK H. FRIcK 
Reading Company, Philadelphia. 

WitiiaM B. Gay 
International Harvester Company of Canada 
Limited, Hamilton, Ontario, Canada. 

THomMas P. GEDDES 
Overlakes Freight Corporation, Detroit. 

GILMAN C. HARVEY 
Hawkridge Brothers Company, Boston. 

Rospert W. Hoop 
Towns & James, Inc., Brooklyn, New York. 

DonaLp W. HUNTER 
Feed Division, Pillsbury Mills, Inc., Clinton, 
Towa. 

Haroip J. KING 
University of Pennsylvania, Philadelphia. 


MartTIN K. LAYER 
Michigan Die Casting Company, Detroit. 


Eart R. MARTIN 
B. F. Avery & Sons Company, Louisville, 
Kentucky. 

RICHARD MASON 
F. L. Jacobs Company, Indianapolis, Indi- 
ana. 


Forest O. Mavis 
The Geometric Tool Company, New Haven, 
Connecticut. 


Otro R. Moss 
Campana Corporation, Batavia, Illinois. 


FRANKLIN H. MULLER 
Colonial Life Insurance Company of Amer- 
ica, Jersey City, New Jersey. 

DoNnaLD S. MURRAY 
University of Pennsylvania, Philadelphia. 


GeEorGE C. RIEGGER 
Chicopee Manufacturing Corporation, New 
Brunswick, New Jersey. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations: to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Bivd. Chicago, Il. 


LEE P. SMITH 
Peck, Stow & Wilcox Company, Southing- 
ton, Connecticut. 

RALPH E. SPERRY 
Ducommun Metals & Supply Company, Los 
Angeles. 


DONALD B. STEIN 
Reading Company, Philadelphia. 

JOHN E. STRAYER 
Metal & Thermit Corporation, New York 
City. 

H. C. TEASDEL 
The California 
Louisiana. 


RAYMOND A. TERRY 
Sonoco Products Company, Hartsville, South 
Carolina. 


WILLARD I. TUTTLE 
Pool Manufacturing Company, 
Texas. 


FRANK H. VAN DUZER 
Pitney-Bowes, Inc., Stamford, Connecticut. 


PauL A. WILKS 
Strathmore Paper Company, West Spring- 
field, Massachusetts. 


Company, New, Orleans, 


Sherman, 





Election of the 32 new 
members named above 
brings the membership 
of The Institute to 

2,837 

















Home Grown Silk 


The enterprise and ingenuity of industrial 
America has produced another industry which , 
makes us independent of imported silk. 

The first crop of commercial silk, planted 
in Mineral Wells, Texas, was harvested last 
September and is said to be of excellent qual- 


The processing company is planning ex- 
pansion, helped by a newly developed machine 
which unreels the silk automatically. 

* * * 


Average farm real estate taxes per acre in- 
creased over 3 per cent. from 1943 to 1944. 
Taxes per acre for the individual states changed 
markedly between 1943 and 1944 in only a few 
cases but increases occurred in about three- 
fourths of the states, reports the U. S. Depart- 
ment of Agriculture. 

* * * 


. only those public works should be au- 
thorized which are economically justifiable. The 
theory that public works are justified because 
they make jobs or that they afford any solution 
of serious unemployment is a fallacy. ROBERT A. 
TAFT, U. S. Senator. 


140,000,000 Strong! . 


U. S. population probably passed 140,000,009. 
mark last fall. U. S. Census figures on July 4 
1945, showed 139,621,431. This, compared wit 
1940 census of 131,669,275, gives 8,000,000 
more customers for American industry's prod 


ucts. 
* * * 


Current forecasts of federal expenditures in 
the postwar period range from $15 billion ig. 
upwards of $25 billion. This is exclusive of 
social security taxes which, without a dollar 
in new commitments, will have reached 4. 
level of $3.5 billion in the next five years, says 
The Committee on Postwar Tax Policy in a re. 
cent report titled “A Tax Program for a Sol. 
vent America.” 

* * * 


“Safety” pin that lives up to its name deyvel- 
ops from a manufacturer's research for better 
things. Plastic head, conventional spring, but 
can’t be opened accidentally. 

Telephone service can be extended to remote 
rural areas by utilizing ordinary power lines, 
experiments conducted by power and phone 
companies in Alabama show. 


* * * 


The city of Buffalo (N. Y.) has witnessed ” 
an appreciable decrease in its rat population” 
since early 1944. Dr. James W. Johnson, Jr, 
the city’s rat-control supervisor, estimated that” 
in 1944 there were two rats for each human in 
Buffalo, or approximately 1,150,000. 

Buffalo, so far, has spent about $35,000 in” 
its rat extermination program, according to the 
rat-control supervisor. q 


* * * 


More than $3 billion are spent annually 
by state and local governments for materials, 
equipment and supplies. It has been estima 
by an ,authoritative public purchasing source” 
that savings of from 2 per cent. to 35 per cent, 
are effected through scientific centralized p 


chasing. 
* * * 


By 1942 more than half of the assets of mem-’ 
ber banks of the Federal Reserve System wete 
government securities, says a Twentieth Century 
Fund  scangcasenes as contrasted with a propor 
tion of less than 11 per cent. in 1929. 7 


* * * 

A Twentieth Century Fund report quotes # 
study showing that from 1925 to 1934, the 
average annual income per worker—in dollat 
of equal purchasing power—in the Unité 
States was $1,381; in Canada, $1,337; in the 
United Kingdom, $1,069; in Australia, $980; 
in Norway, $539; and in Mexico, $360. 


* * * 


“Collective bargaining will not devel 

* * * if the Government abandons the 
of a neutral and virtually compels employe 
to grant better terms than the unions couit 
win by bargaining. * * * Government Wa 
setting and collective bargaining do not ml 
* * * Where the Government wishes collecti¥ 
bargaining to flourish, it must not seek to if 
pose settlements.” 4 
—Professor Sumner H. Slichter if 

The Yale Review. : 





H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension “Plans 
50 Broad St. New York 4, N. Y. 








APPRAISALS — 
Made by qualified experts in all li 
STANDARD APPRAISAL COMP. 


6 CHURCH ST. 
NEW YORK 


BOSTON 
PHILADELPHIA 
PITTSBURGH 














